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SUMMARY

The SFAS-106 accounting change qualifies for exogenous treatment as it is an

administrative action beyond the control of carriers. The record has shown over a

period of almost four years that the issues underlying this claim have been continuously

and consistently supported by carriers in Notices to Adopt, Direct Cases, Rebuttals, and

Tariffs and by the Court. In order to refresh the record, this filing reexamines why

exogenous treatment is appropriate, answers questions put forth by the Commission

and allegations by entities opposing exogenous treatment, and reestablishes the

exogenous request. Exogenous treatment is warranted because:

1.

The issuance of SFAS-106 by the Financial Accounting and Standards Board
("FASB") and subsequent adoption by the Commission significantly altered the
recognition of the costs of employer-provided benefits to retirees in a manner
beyond the control of the carriers.

The Godwins study demonstrated that, at the time of the initial exogenous claim,
the adoption of SFAS-106 would have minimal impact on the Gross National
Product - Price Index ("GNP-PI") used for price cap purposes. This impact was
taken into account by GTE in its tariff filing. Further analysis demonstrates that
the passage of time has not altered the initial resuits of the Godwins study.

The Godwins study demonstrated that there will be a disproportionate impact of
SFAS-106 on price cap exchange carriers compared to employers generally.
GTE concurred in the results of the Godwins study. This study showed that 84.8
percent of the costs resulting from the impact of SFAS-106 on the GNP-PI and

on the wage rate will uniquely and disproportionately affect exchange carriers as



a class, if not individually. GTE's exogenous claim was accordingly reduced to
incorporate this 84.8 percent factor. Indeed, a recent analysis of the Godwins
study concludes that the original estimate was very conservative and nothing

has occurred since SFAS-106 adoption that would change this factor.
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designated for investigation by the Commission's Order Designating Issues for
Investigation (the "Order"), DA 95-1485 (released June 30, 1995).

BACKGROUND
The Financial Accounting Standards Board ("FASB") prescribed that Statement

of Financial Accounting Standards Number 106 ("SFAS-106") be effective for fiscal
years beginning December 15, 1992. SFAS-106 recognizes Other Postretirement
Employee Benefits ("OPEBs") as a form of deferred compensation earned by
employees as they provide service to the employer. Recognition of OPEBs over the

relevant employee service period is accomplished under the principals of accrual
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accounting. Previously the employer accounted for benefits provided to retirees on a
Pay-As-You-Go ("PAYGOQ") basis where an expense is recorded only as claims are
paid.

The amount accrued as the cost of OPEBSs for a period is the net periodic
postretirement benefit cost. The components of net periodic costs defined by SFAS-
106 are Service Cost, Interest Cost, Actual Return on Plan Assets, Amortization of the
Transition Obligation, Amortization of Unrecognized Prior Service Costs, and
Amortization of Gain or Loss Deferred.

On December 26, 1991, the Commission approved the requests of GTE and
Southwestern Bell Telephone Company to adopt SFAS-106 accounting for OPEBs and
authorized all subject carriers to adopt SFAS-106 accounting on or before January 1,
1993, using the amortization method of recognizing the transition obligation.’

Bell Atlantic, U S WEST, and Pacific Bell filed tariffs on February 28, 1892, April
3, 1992, and April 16, 1992, respectively, to increase the limits set on their rates under
the price cap plan in order to recognize accounting changes for postretirement benefits.
On April 29, 1992, the Commission suspended the Bell Atlantic and U S WEST tariffs

for five months and designated for investigation issues arising from the carriers' claims

' Southwestern Bell/GTE Service Corporation, Notification of Intent to Adopt
Statement of Financial Accounting Standards No. 106, Employers' Accounting for
Postretirement Benefits Other Than Pensions, AAD 91-80, Order, 6 FCC Rcd 7560

(1991) ("SFAS-106 Order").

?  Treatment of Local Exchange Carrier Tariffs Implementing Statement of Financial
Accounting Standards, "Employers Accounting for Postretirement Benefits Other
than Pensions," CC Docket No. 92-102 ("D. 92-101"), Order of Investigation and
Suspension, 7 FCC Rcd 2724 (1992) (by Chief, Common Carrier Bureau) ("OPEB

Investigation").
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that the incremental change in accounting cost should be treated as a one-time
exogenous cost change under price caps. Since the issues raised in the tariff filings
affected all price cap LECs, the Commission designated all price cap LECs as parties
to the proceeding.

On January 22, 1993, the Commission released its Memorandum Opinion and
Order in CC Docket No. 92-101 (the "OPEB Order").* The Commission found that the
price cap LECs "have not met their burden of demonstrating that implementation of
SFAS-106 should be considered an exogenous cost change under the Commission's
price cap ruies.™ In addition, the Commission stated that it did "not foreclose these
carriers or others from making a more persuasive showing in the context of the 1993
annual access tariff filings." The OPEB Order® specifically left the door open for further
review of exogenous treatment of the Transition Benefit Obligation ("TBO") and
suggested the annual 1993 access tariff filings as a possible forum for such
consideration: "Our decision in this case is not intended to foreclose further

consideration of exogenous treatment of TBO amounts...."”

°*  Treatment of Local Exchange Carrier Tariffs Implementing Statement of Financial
Accounting Standards, "Employers Accounting for Postretirement Benefits Other
than Pensions," Memorandum Opinion and Order, 8 FCC Rcd 1024 (1993) (the
"OPEB Order"), remanded, Southwestern Bell Tel. Co. v. FCC, 28 F.3d 165 (D.C.
Cir. 1994) ("Southwestern Bell").

*  OPEB Order, 8 FCC Rcd at 1024-1025.
* Id., 8 FCC Rcd at 1025.

* Id.,, 8 FCC Rcd at 1037.

T
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Based on this dscision, GTE filed its 1993 Annual Access Tariff Filings on April
2,1993.° Included in these filings was a request to include the incremental portion of
the amortization of the TBO plus interest cost on the accumulated postretirement
benefits obligation as an exogenous cost.

Southwestern Bell sought judicial review of the OPEB Order in the United States
Court of Appeals for the District of Columbia Circuit. The Court in Southwestern Bell
found that the Commission had not édhered to its own criteria for exogenous cost
treatment and remanded "to the FCC to consider the LECs' request for exogenous cost
treatment of their SFAS-106 incremental costs in a manner consistent with this opinion
and with the LEC Price Cap Order and the LEC Price Cap Reconsideration."

The Order (at para. 15) seeks to determine whether the assumptions that
individual LECs made in calculating the costs of postretirement benefits are just and
reasonable, in accordance with the Commission's rules, and in the public interest; and
"[blecause the record in that proceeding [D. 92-101] is also stale," the Commission
seeks "in the current investigation to refresh the record on the various issues...."

I DESIGNATED ISSUES

Issue A: Have individual LECs correctly, reasonably and justifiably calculated
the gross amount of SFAS-106 costs that may be subject to exogenous
treatment under price cap regulation?

GTE has properly and justifiably calculated its exogenous amounts based on the

impact of implementing SFAS-106. Conservative, reasonable, and justifiable estimates

®  See GTE Telephone Operating Companies 1993 Annual Access Tariff Filing
Transmittal No. 781 and GTE System Telephone Companies 1993 Annual Access
Tariff Filing Transmittal No. 38 dated April 2, 1993 (the "7993 GTE Filings").

®  Southwestern Bell, 28 F.3d at 173.
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of economic and demographic events as suggested by an outside actuarial agency"
were used to calculate the gross impact of providing current and future retiree benefits.
Included in the estimated impact are significant factors unique to GTE, such as
contractual obligations and employee demographics that if altered by the Commission
in an attempt to create an industry standard would dramatically affect the integrity of the
estimated impact.

Issue B: Should exogenous claims be permitted for SFAS-1086 costs incurred

prior to January 1, 1993, the Commission's date for mandatory
compliance?

Since the FASB and the Commission encouraged adoption of SFAS-106 prior to
January 1, 1993, exogenous claims for the impact of SFAS-106 not otherwise included
in an annual access tariff filing should be permitted.
issue C: Have the individuai LECs correctiy and reasonably aliocated and

separated amounts assoclated with implementation of SFAS-106 In
accordance with the Commission's rules and Responsible Accounting

Officer (RAD) lstters?

To the gross amount noted in Issue A, GTE allowed for the proper assignment of
nonregulated results, separation of expense and capital components, separation into a
state and interstate component (Part 36) and allocation of costs to baskets (Part 69).
The effects of RAO Letter 20 were followed as the rate base was reduced by the
unfunded SFAS-106 liability. A further adjustment to reduce the exogenous claim was

made based on an estimate of the amount already included in the price cap formula by

the Godwins study.

" GTE uses Towers Perrin as its actuary.

" Uniform Accounting for Postretirement Benefits Other Than Pensions in Part 32,
RAO Letter 20, 7 FCC Rcd 2872 (1992) ("RAO Letter 20").
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Issue D: How should Voluntary Employee Benefit Association (VEBA) trusts or
other funding mechanisms for these expenses be treated: (1) If
implemented before price caps; (2) If implemented after price caps, but
before the change required by SFAS-106; and (3) if Implemented after
the change In accounting required by SFAS-1067

Issue E: Should exogenous treatment for SFAS-106 amounts be limited to costs
that are funded?

Issues D and E will be addressed together since the issue of funding is in both.
Funding is a logical step in the accounting and provisioning of retiree benefits. GTE
has consistently maintained that the decision on when and how much should be funded
must rest with the management of a company. The use of VEBA trusts was deemed a
prudent business decision by management to gain the benefits granted by existing tax
regulations even before the implementation of SFAS-106. Exogenous treatment should
not be limited to only costs that are funded. |

Issue F: Should exogenous treatment be given for amounts assoclated with
employee interests that have vested?

SFAS-106 benefits vest only upon retirement. Unlike pension benefits
accounted for under SFAS-87, employees do not earn a right to SFAS-106 benefits
before retirement that travels with them should they leave the Company. The
calculation of the impact of SFAS-106 includes estimates of how many employees
actually will reach retirement, vesting is already a factor in calculating the exogenous
claim. Therefore, significant changes affecting the estimate-of future numbers of
retirees can be handied by a true-up to the exogenous ciaim as advocated by GTE in

numerous filings.

iIssue G: How should the deferred tax benefit applicable to OPEBs be treated for
purposes of exogenous adjustments?

SFAS-106 requires that the expenses related to providing retiree benefits be

recognized as they are earned rather than as they are paid. Current tax regulations
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only allow actual cash payments to be recognized when computing current taxes
payable. In the years immediately after SFAS-106 recognition, these differences will
create temporary deferred tax assets on the books of GTE when SFAS-106 accruals
exceed PAYGO amounts. GTE properly noted this effect in its 7993 GTE Filings and
volunteered a method to true-up this claim in future years as this temporary difference
reverses over time.

il. SPECIFIC INFORMATION REQUIREMENTS

(1) Responding to paragraph 17 of the Order, the required data for GTE Is
furnished.

Paragraph 17 of the Order calls for each Local Exchange Carrier ("LEC") to

"explain the derivation of the gross amount of incremental costs that is the basis of the

exogenous claim including: ...."

(1)  Ihedate the company implemented SFAS-106,

(@)

For GTE Telephone Operations, the pay-as-you-go amount in 1990 was $10.9

million. GTE became subject to price cap regulation on October 4, 1990.” In the LEC
Price Cap Order, the FCC adopted a set of final rules to begin price cap regulation of

LEC interstate access services effective January 1, 1991.

"> Policy and Rules Concerning Rates for Dominant Carriers, Second Report and
Order, 5 FCC Rcd 6786 (1990), and erratum, 5 FCC Rcd 7664 (1990) ("LEC Price
Cap Order"), modified on recon., 6 FCC Red 2637 (1991) ("LEC Price Cap
Reconsideration Order"), aff'd sub nom. National Rural Telecom Association v.
FCC, 988 F.2d 174 (D.C. Cir. 1993).
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Assuming that the PAYGO amounts were inherent in the beginning rates that
established the Price Cap Index ("PCI") at 100, the amount would increase or decrease
as the PCl increased or decreased over time. Rates have generally decreased under
price caps much more than the 1990 $10.9 million PAYGO amount, however, it is
impossible to determine if the PAYGO amounts in the initial rates have been eliminated

or at least reduced to a lower amount.

(4)

GTE's PAYGO amounts for 1991 and 1992 were $14.4 million and $19.5 million
respectively.
(5)

SFAS-106 in the footnote section addressing retirement plans. An example of the
disclosures for GTE South and GTE Florida are included as Attachment I. In addition,
the 10-K filing with the Securities and Exchange Commission contains a complete copy
of the annual report. There is no additional verbiage related to SFAS-106 in the 10-K
filing. The financial statements for the former Contel legal entities contain a reference
to SFAS-106 in the footnote section. (See Attachment |.)

(2) Responding to paragraph 18 of the Order, GTE furnishes the required data.

GTE maintains that the PAYGO amounts would be the same regardiess of
the Implementation of SFAS-106.

Paragraph 18 of the Order directs the LECs to:

(1)
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GTE provides its retirees medical and life insurance benefits, dental coverage
and reimbursement of Medicare Part B premiums. The level of benefits varies by

jurisdiction, employee group, and age group.

The amounts requested are included in the response to paragraph 17. These

amounts would not have changed due to the adoption of SFAS-106.

Prior to the effective date of price cap regulation, GTE accounted for
postretirement benefits on a cash basis. No form of postretirement benefit accrual
accounting existed. Former Contel entities recognized life insurance benefits in the
year paid by expensing the annual life insurance premiums. Contel also adopted
accrual accounting for health care costs beginning in 1987, which equates to a partial

recognition of additional cost as defined by SFAS-106.

()

GTE's interstate access rates did not reflect any SFAS-106 type expenses

before the 1993 adjustment for exogenous treatment. The starting interstate access
rates of former Contel companies were based on partial accrual accounting adopted by
Contel in 1987. Contel's starting access rates reflected $12 million of expense

representing partial recognition of SFAS-106.
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(3) Responding to paragraph 19 of the Order, GTE points out that the SFAS-
106 Order specifically stated that carriers could Implement SFAS-106 on or
before January 1, 1893.

Paragraph 19 of the Order notes that some LECs have included, in their claims
for exogenous treatment of SFAS-106, costs incurred before January 1, 1993, which is
prior to the date that the Commission authorized adoption of SFAS-106 accounting
methods. LECs are asked to comment on whether such costs should be permitted for
exogenous treatment. The SFAS-106 Order (at para. 3) very explicitly stated that
carriers could "implement SFAS-106 on or before January 1, 1993." Those LECs that
chose to follow that authorization and reflect SFAS-106 accruals in 1991 and 1892
results should not be penalized by not receiving exogenous treatment for those
accruals.

(4) Responding to paragraph 20 of the Order, GTE furnishes the required data
except for those Items detalied below.

Paragraph 20 of the Order requests the following information: (1) the amount
associated with implementation of SFAS-106 for the total company (including telephone
operations and nontelephone operations); (2) an explanation of how the carrier arrived
at the total company SFAS-106 amounts; (3) the amounts allocated to the telephone
operating companies, including the specific Part 32 Accounts used and the amounts
allocated to each of those accounts; (4) the method of allocating amounfs to the
telephone operating companies (head counts, actuarial studies, etc.); (5) the amounts
allocated between regulated and non-regulated activities of the telephone company,
with a description and justification of the methodology for the allocations; and (6) the

allocation of costs to baskets, by year.
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In Attachment Il (Summary of Exogenous OPEB Costs) of the 1993 GTE Filings,
each request included in this paragraph except for the specific Part 32 Accounts used is
detailed.” The Part 32 data is not supplied as it would be extremely voluminous.

As noted on the Summary of Exogenous OPEB Costs, a separate expense and
rate base impact of SFAS-106 adoption is calculated. A discussion of the methodology
used in determining the SFAS-106 impact and the assumptions used is included infra.
Lines 1 and 2 are the summation of the TBO amortization and interest costs for each
business unit on a total company basis.

Line 3 reduces the estimated expense amounts by the return on assets prefunded into
VEBA trusts by GTE. The rate of return used was 8.0 percent.

Line 4 further reduces the SFAS 106 estimated impact by the PAYGO amount
estimated for 1983. Thus only the incremental impact of the adoption of SFAS 106 is
included in the claim for exogenous treatment.

Line S is the total of Lines 1 through 4.

Line 6 reduces the total company SFAS 106 impact by an amount estimated to reflect
the portion attributable to nonregulated operations. The factor used is based on a
study of the historical impact of nonregulated transfers on each business unit. These
impacts are weighted to achieve a composite factor for this purpose.

Line 7 contains a similar historical study (as in Line 6) of activity to estimate the proper
amount attributable to capital accounts.

Line 8is Line 5less Lines 6 and 7.

*  Attachment VIl of this document contains the 71993 GTE Filings Attachment Iil.
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Line 9 reduces the regulated incremental expense impact of adopting SFAS-106 by the
percentage calculated in the Godwins Study' to be reflected in the GDP-PI.

Line 10 is the amount subject to separations (Line 8 time Line 9).

Line 11 represents the composite factor of interstate access expense to total company
amounts subject to separation.

Line 12 is the interstate access expense resulting from adoption of SFAS-106 and is
the product of Lines 10 and 11.

Line 13 begins the rate base impact calculation. The capitalized portion of the expense
impact as calculated on Line 7 is included on Line 13.

Line 14 is the unfunded liability as calculated above on Line 8.

Line 15 is the balance of current deferred income taxes which will have an asset
balance in years immediately after SFAS-106 adoption.

Line 16 sums Lines 13 through 15 and represents the total unseparated rate base
impact.

Line 17 represents the compaosite factor of interstate access rate base to totally
company amounts subject to separation.

Line 18 is the separated rate base impact.

Line 19 is the authorized rate of return.

Line 20, the product of Lines 18 and 19, is the net income effect of rate base impacts.
Line 21 represents the composite factor of the gross to net muiltiplier for determining the

tax impact of rate base.

' See USTA's Direct Case Attachment C in this proceeding for a copy of the original
Godwins study.
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Line 22 is the product of Lines 20 and 21.

Line 23 is the same adjustment used in Line 9 and is multiplied by Line 22 to achieve
the recovery of rate base sought.

Line 26 represents the net recovery sought.

The gross SFAS-106 amounts reflected on Lines 1 and 2 are calculated for each
GTE Telephone Operating Company and GTE System Telephone Company business
unit. This calculation is segregated into management and nonmanagement groups.
The calculations are based on actuarial studies prepared by GTE's outside actuary.
These calculations are based on many factors that are common to each business unit
and particular contractual obligations and demographic factors of that unit.

Specific factors common among business units are included in Attachment I,
Summary of Plan Provisions for January 1, 1993 Retiree Welfare Valuation. These
assumptions can be grouped into three different types: demographic assumptions;
economic assumptions; and medical claims cost assumptions.

Demographic Assumptions: The demographic assumptions with respect to rates of
retirement, termination, and mortality were adopted by GTE based upon the
recommendation of its actuary. GTE seeks to use conservative estimates of these
factors to reduce the potential for future changes, thereby reducing volatility of SFAS-
106 results. To the extent that future studies reveal a change in the pattern of
experience, revisions to these assumptions will be made as deemed appropriate.
Economic Assumptions: The economic assumptions are: the interest discount rate,
the expected rate of return on plan assets and the salary increase assumption, and the

health care cost trend rate.
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1. The interest discount rate under SFAS-106 and the Statement of Financial
Accounting Standards No. 87 (Employers' Accounting for Pensions), is evaluated
each year to reflect prevailing interest rates on long-term high quality fixed
income investments.

2. The expected rate of return on plan assets and the salary increase assumptions
reflect GTE's best estimate of long term future experience with respect to each
of these assumptions.

3. The health care cost trend rate assumption is graded by calendar year. The
short term trend rate assumption was selected to reflect actual trend rate
experience over the most recent years and that expected over the next few
years.

Medical Claims Cost Assumptions: The final important assumption is the medical

claims cost assumption. The 1993 claims cost assumption was adopted by GTE based

upon the recommendation of its actuary. This assumption was based on an evaluation
of actual GTE experience giving the greatest weight to the most recent years'
experience.

Certain factors specific to an individual business unit such as demographics and
benefit levels are included. Demographic factors include employee and retiree
headcount for each unit. Benefit levels include a review of each bargaining unit
contract in the case of nonmanagement employees and GTE benefit policies for
management employees.

Since GTE SFAS-106 results are specific to each telephone business unit, and

only these results were used to calculate the respective requests for exogenous
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treatment, no results of any non-telephone operations entities were included in this
response.
(5) Responding to paragraph 21, the required VEBA trust documents are

supplied. GTE as noted above maintains that funding SFAS 106 benefits
should be at management's discretion.

Paragraph 21 of the Order requests information from companies that have VEBA
trusts or other funding mechanisms for SFAS 106 expenses that were established prior

to the adoption of SFAS 106.
(1)

Copies of Trust Agreements between GTE Service Corporation and State Street
Bank and Trust Company are provided (See Attachments lil and IV). These are trusts
filed under Section 501(c)(9) of the Internal Revenue Code of 1986 (the "Code"). GTE
maintains two separate trusts. One Trust is specifically for the benefit of employees
who are subject to collective bargaining. The second Trust is for noncoliective
bargaining groups and management employees. The purpose of a Trust is to receive
amounts funded by GTE, pay benefits as described by each business unit's Plan, pay
the expenses of the Trust, and properly invest any excess funds. The principal benefit
of this Trust arrangement is that it will be exempt from federal income tax under Section

501(a) of the Code.

Funding amounts provided to the Trust and amounts held by the Trust are not

segregated by TBO and Service Cost. Neither SFAS-106 nor the SFAS-106 Order
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required that a separate accounting for TBO and Service Cost be maintained. Since
liabilities established by SFAS-106 are not separately accounted for and funding is not
calculated on a dollar for dollar relationship with the SFAS-106 accrual, this information

is not available.

(4)

Discussion of each of the factors listed above is pertinent in a discussion of the

calculation of the SFAS-106 impact. As such, please refer to GTE's response to
paragraph 20.

Funding levels are driven by a different set of criteria than mentioned in the
question. FEirst, funding levels must be of a substantial nature in order to provide
enough assets to pay claims of the Trust. Second, and of most importance, in order to
receive favorable tax treatment under Code, funding levels must not exceed certain
levels established by Code. Einally, it is important to understand that funding is not
necessarily in the best interests of the ratepayer. The rate base treatment prescribed in
RAQ Letter 20 calls for the interstate portion of ynfunded accrued postretirement
benefits recorded in Account 4310 to be deducted from the rate base and the interstate
portion of any prepaid postretirement benefits recorded in Account 1410 to be added to
the rate base. This rate base treatment actually results in an increase in sharing, if
sharing is present. Also the return earned on funds reinvested in the company is

typically greater than that placed in other investment vehicles.
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Since RAQ Letter 20 accounting procedures will be implemented upon adoption
of SFAS-106 to track the liability and this procedure is favorable to the ratepayer, GTE

recommends that a request for fuil funding be rejected.

(6)  State the purpose of the VEBA funds and describe what SFAS-106 benefit
packages are covered by each VEBA fund.

As described by the Trust document, the purpose of VEBA funds is to pay the
benefits and other liabilities of the Plan. The benefit packages were described in the

answer to paragraph 18 supra.

(6)

As described in Section 14 of the Trust, it shall be impossible for any part of the

Trust fund to inure to the benefit of any private shareholder or individual other than
through the payment of benefits under the Plan and the payment of reasonable
administrative expenses of the Plan. (See Attachment Ill at 15 and Attachment IV at
17.) See Section 14 of the Trust for a discussion of any assets remaining on Plan
termination.

(6) Responding to paragraph 22, vesting inures to the benefit reciplent under

SFAS-106 at the time of retirement. Thus, as currently calculated, the
exogenous claim Is only for vested benefits.

Paragraph 22 directs the LECs to provide documentation showing when the
employees' interests in OPEBs vest. Also, companies must explain how they
determine when an employee's interest vests in OPEBs.

SFAS-106 is commonly referred to as "PBOP" which is a derivation of
Postretirement Benefits Other Than Pensions. The important factor to consider is that
these benefits are available gnly to employees reaching a designated definition of

retirement. See the Plan (Attachment Il at 1) where eligibility for retirement is
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described. Retirement ages and an estimate of the number of employees is a factor
built into the valuation conducted by the actuary when estimating GTE SFAS-106
impacts. Thus vesting is already a factor built into the SFAS-106 impacts used as a
basis for the exogenous claim.

(7) Responding to paragraph 23, the deferred tax impact applicable to OPEBs
Is noted In the GTE calculation of the exogenous adjustment.

Paragraph 23 directs LECs to describe on a year-by-year basis any exogenous
adjustment made to reflect any defe;red tax benefit associated with their OPEB accrual
amounts.

The impact of the accrual of SFAS-106 expenses will be recorded for financial
reporting purposes only. For tax purposes only PAYGO amounts will be deductible in
calculating the companies current year tax liability. Thus the effect of this temporary
timing difference on taxes will be the creation of deferred tax assets. The estimate of
the effect of creating these deferred tax assets was included in the 7993 GTE Filings.

The implication of deferred tax benefits being temporary and subject to reversal
over time brings up the potential need to revisit exogenous adjustments over time. In
the 1993 GTE Filings (at 28), GTE proposes to eliminate the Commission's concern
regarding changes in valuation assumptions (and the resuiting deferred taxes). Under
the proposal, any significant decrease in the TBO and associated costs, regardless of
the cause, would be reflected in future annual price cap filings as an adjustment to the
exogenous amount granted. This true-up would adequately address the Commission's

concerns regarding changes in underlying assumptions and the related tax impact.
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(8) Responding to paragraph 24, GTE concurs with the concurrent USTA
filing.

(9) Responding to paragraph 25, GTE concurs with the concurrent USTA
filing.

Paragraph 24 directs each company to include in its direct case "all studies upon
which the company seeks to rely in its demonstration that these accounting changes
should receive exogenous cost adjustment.”

Paragraph 25 directs that each company relying on a macroeconomic model to
"describe and document the model, including the method of estimation, parameter
estimates, and summary statistics."

GTE refers to USTA's Direct Cass, Attachment A, "Perspectives On Analysis of
Impact of SFAS 106 GNP-PI," in this proceeding. This affidavit is provided by Andrew
Abel, Ph.D. and Peter Neuwirth, who prepared the Godwins study filed in response to
the OPEB Investigation. See also USTA's Direct Case, Attachments C, D, E, F, in this
proceeding for further affirmation of the validity of the original study."

(10) Responding to paragraph 26, GTE provides the actuarial reports used to
determine SFAS-106 amounts and the related actuarial assumptions.

Paragraph 26 requests that LECs provide a complete copy of all actuarial reports
and studies used to determine SFAS-106 amounts and descriptions and justifications of
the actuarial assumptions. Parties are to comment on future events such as capping or

elimination of benefits, or the possible advent of national health insurance.

'*  GTE adopts by reference the Attachments listed above in addition to USTA's Direct
Case, Attachments B, G, and H in this proceeding.
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The actuarial study used to support GTE's exogenous adjustments is included
as Attachment Il. A discussion of assumptions is included in GTE's response to
paragraph 20.

Future events such as capping or eliminating benefits or a change in
governmental policies could affect future SFAS-106 costs. As pointed out in GTE
Rebuttal Testimony,” LECs have the incentive to control costs. Under price caps, GTE
clearly has assumed the responsibility to manage the rising level of expenses without a
guaranteed revenue offset from the Commission, as was previously available under
rate of return regulation.

GTE has accepted this responsibility by exercising many available options within
its control. This includes pursuing cost savings measures such as: adjusting retiree
copayment levels; contracting with Health Maintenance Organizations ("HMOs");
Preferred Provider Organization ("PPOs"); and establishing a Patient Advocate System.
This list, while not exhaustive, is indicative of GTE's efforts.

While the efforts listed above are important steps in adjusting benefits expense,
LECs do not have the unilateral ability to reduce or eliminate such benefits. The efforts
of GTE in adjusting benefits and benefit levels must be weighed against the
requirement to obtain the highest quality employee at a reasonable price. Also, GTE is
constrained by existing labor contracts in its attempts to reduce cost levels.

While GTE's diligence can help control costs, GTE cannot be held responsible

for the increasing level of overall medical costs. Factors which significantly affect the

'** D, 92-101, Rebuttal of GTE dated July 31, 1992, at 22.
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cost of benefit plans can only be included in SFAS-106 valuations as estimates by the
actuary. Health care inflation is a primary factor that must be considered in any benefit
price out. Since factors beyond GTE's control have significant impacts on the actual
benefit cost, GTE, as suggested supra, would be willing to consider an annual true-up
of the exogenous claim.
(11) Responding to paragraph 27, GTE maintains that Its response to
paragraph 26 provides the Commission with all information related to
- assumptions used to derive SFAS-106 amounts. GTE did not request

exogenous treatment for the impact of SFAS-112. Therefore, GTE has not
included detalls related to the SFAS-112 Impact.

Paragraph 27 instructs LECs to submit all options provided by actuaries from
which information was selected to derive SFAS-106 amounts including, but not limited
to: the ranges of data on the age of the workforce; the ages at which employees will
retire; mortality rates; the gross eligible charge table by age; and the length of service
of retirees. For comparison purposes, carriers should also provide the actuarial
assumptions and data used for SFAS-112 computations. Carriers should provide
information on whether they took into account the possibility of future downsizing of the
workplace. Carriers should provide information on what adjustments they have made
to their SFAS-106 amounts for downsizing in the workforce that have occurred since
the adoption of SFAS-106.

First, this question is difficult to answer, as it involves an interpretation of what
issues are interwoven and combines issues that should have been separated. GTE's
response will address the issues individually.

The availability of "options" for demographic information, such as described,
| suggests the ability of management to pick and chose the results of the valuation

process. The demographics submitted with GTE's answer to paragraph 26 are those
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used in the valuation and judged by its outside actuary to be either the most
representative of the employee population or based on actual GTE history.

SFAS-112 involves benefits provided to former or inactive employees after
employment but before retirement. These benefits, along with other less significant
items, include salary continuation, severance, job training and continuation of health
and life insurance. Given the insignificant amounts involved in SFAS-112, GTE has not
sought to make an exogenous claim under price cap rules. GTE feels there is no basis
in making a comparison between the two calculafions, given the difference in benefit
types and employees covered and in the level of detail in calculating liabilities between
SFAS-112 and SFAS-106.

The exogenous claim could be adjusted for the impact of any future downsizing
by the same method as if any other valuation estimate was found to be materially
different from actual results. GTE in the 71993 GTE Filings (at 18) proposed to eliminate
the Commission's concern of overrecovery as summarized in the response to
paragraph 23. To refresh the record, GTE has resubmitted its 1993 Annual Access
Tariff Filings without adjustment. Since this is the first year of recognizing the SFAS-
106 impact, downsizing would not be reflected.

(12) Responding to paragraph 28, most of this information is included in the

USTA filing referred to in the responses to paragraphs 8 and 9. Other
issues are discussed /nfra.

Paragraph 28 requests that GTE respond to the suggestion that part of the
growth in GDP-PI occurs due to growth in medical costs. The Commission seeks
information on what, if any, adjustment should be made to exogenous requests to avoid
double-counting. Any adjustments already made to exogenous requests should be

documented. Also, LECs are requested to comment and quantify the impact of wage
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changes that will be reflected in GDP-P! that are expected to occur as a result of the
introduction of SFAS-106.

The impact of wage adjustments and the impact of the increase in medical costs
have both been addressed by GTE in the reduction to its exogenous claim as noted in
Attachment VIi, Lines 9 and 23. As will be described infra, GTE makes a combined
15.2 percent reduction to its exogenous claim representing 14.5 percent related to the
expected national wage rate reduction and 0.7 percent due to SFAS-106 costs being
reflected in the GNP-PI. This reduction is based on results of the original Godwins
study and described in 1993 GTE Filings (at 22).

In our original Direct Case, GTE noted its concurrence with the Godwins study
and included the following statement taken from a letter written by Peter Neuwirth of
Godwins to Frank McKennedy of USTA.

As is pointed out in the paragraph, a Price Cap LEC which seeks an

exogenous adjustment equal to the entire increase in its costs due to

SFAS 106 reduces the risk of "double counting" because the increases in

all companies" costs due to SFAS 106 will to some degree already be

reflected in the growth of the GNP-PI. In fact, the proportion of the

average Price Cap LEC's cost increases due to SFAS 106 that is not

reflected in the growth in GNP-PI is precisely what the Godwins study

attempts to determine. As shown in item C on page 2 of the Godwins

report, only 0.7% of the average Price Cap LEC's cost increase due to

SFAS 106 will be reflected in the growth in the GNP-PI. The factors which

cause far less than 100% of SFAS 106 costs to be reflected are described

on pages 7 - 11 of the report, while the detailed derivation of the 0.7% is
described in Section lll, pages 12 - 31 of the report.

GTE supports the conclusions reached by Godwins and notes that the current
analysis of the original study adds further support to the conservative nature of the
study. In their macroeconomic analysis, Godwins found that the national wage rate
would eventually be 0.93 percent lower than it would have been in the absence of

SFAS-108. Godwins concluded that if "TELCQO" was able to benefit from similar
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reduction in its wage rate, such a reduction would recover an additional 14.5 percent of
"TELCO's" direct SFAS-106 costs. GTE accepted this conclusion and will not seek
exogenous recovery on 14.5 percent of its SFAS-106 incremental costs because of the
expected national wage rate reduction.

(13) Responding to paragraph 29, the required data for GTE Is furnished Iin
Attachment VL.

Paragraph 29 asks LECs to provide information on their average total
compensation per employee and thé amount OPEBs represents of this total
compensation. Similar information on the economy as a whole is requested.

In responding to paragraph 29, GTE provides the information requested for
1993."” The impact of SFAS-106 on wage changes is reflected in the adjustment
mentioned in the GTE's answer to paragraph 28. USTA's Direct Case in this
proceeding, Attachment B (at 4) and Attachment C show that great efforts were taken
to allow for the fact that all workers represented in the economy as a whole will not earn
similar benefit levels as LEC employees. Any wage based factor created by the

Commission should also allow for benefit level differences and the adjustment already

included in LEC exogenous claims.

7 The information on the economy as a whole is presented in Southwestern Bell's
Direct Case in the instant proceeding, Attachment 11, U.S. Economy
Compensation Per Employse, at 2.
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(14) Responding to paragraph 30, GTE maintains that by using conservative
estimates In its exogenous claim, conducting a periodic review of actual
results versus estimates, and a true-up of the exogenous claim for
significant variances, the ratepayer will be made whole for any temporary
over-accrual.

Paragraph 30 points out that OPEBs generally represents non-cash expenses
that may never be paid. LECs are asked to describe provisions they have made, if any,
to return to ratepayers the over-accrual of the non-cash expenses if exogenous
treatment is given for these amounts: LECs should describe any plans they have to
return such monies to customers through voluntary PCI reductions or other means.
LECs were requested to describe how these gains from such over-accruals are
recognized on their books of account.

In responding to paragraph 30, GTE reiterates it position that SFAS-106
estimates are conservative, grounded in fact, and are a factor inherent in other
currently accepted methods of accounting such as depreciation and pension.

GTE understands that there is the potential for estimates to vary from actual
experience. In that event the 1993 GTE Filings describe how GTE proposes to monitor
potential variances and adjust for significant issues through a true-up process.

Given the conservative nature of the estimates used, there is always the
potential for the exogenous request to understate the actual impact of SFAS-106
requiring an increase in future tariff filings. Such is the result of using estimates. This
fact was addressed in Southwestern Bell. The Court questioned the Commission in its

rejection of exogenous treatment because of the use of "highly speculative" estimates.
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The Court found that this "should lead to complete rejection only if there was no way of
obtaining even conservative estimates....""™
Through the use of conservative estimates, a regular review of the exogenous
claim, and a change to the claim for significant issues GTE maintains that the ratepayer
will be made whole.
(15) Responding to paragraph 31, GTE maintains that as contracts are
renegotiated and benefit levels change, assumptions used to calculate
SFAS-106 impacts are simllarly adjusted on an annual basis. These

contract changes are efficiently summarized in the annual valuation and
submitting contracts to the Commission Is an Inefficient use of resources.

Paragraph 31 points out that the accrual calculations used by companies to
develop their claims for exogenous treatment for SFAS-106 amounts are, in part, based
on the OPEBs provided pursuant to contracts between the companies and their
employees. Since contracts will be renegotiated over time, OPEBs benefit levels could
change. The Commission notes that these future changes could affect future accruals
and could be useful in comparing prior calculated accruals to the revised OPEBs
accruais to aid in determining whether former caicuiations were reasonabie. in
particular the Commission is interested in determining whether the underlying actuarial
assumptions have changed. Thus the Commission requests LECs to document any
and all changes made in OPEBs offerings to employees. Any new contracts with
employees and their representative unions shall be submitted as they are negotiated.

GTE has supplied the Summary of Plan Provisions for Retiree Welfare

Valuations dated January 1, 1993. (See Attachment Il.) These are the provisions that

®  Southwestern Bell, 28 F.3d at 172.
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would have been in place for valuation results included in GTE's claim for exogenous
treatment. This document is produced every year by GTE's outside actuary based on
current management benefits and the most current contracts between GTE and its
unions. This summary provides, in a very efficient manner, all factors necessary in
valuing GTE's SFAS-106 liability. This document is presented in-lieu of a copy of each

bargaining unit contract.
Respectfully submitted,

GTE Service Corporation and its affiliated
domestic telephone operating companies

Richard McKenna, HQE03J36
GTE Service Corporation

P.O. Box 152092

Irving, TX 75015-2092

(214) 718-8362

By.
Gail L.'Polivy
1850 M Street, N.W.
Suite 1200
Washington, DC 20036
(202) 463-5214

August 14, 1995 Their Attorneys
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EMPLOYEE BENEFIT PLANS



From Contel Virginia 1992 Annuai Report

6. Employee Benefit Plans

The Company participates in the Parent Company’s trusteed
pension plan (the Plan), which covers substantially all
employees. The benefits are based on an employee’s years of
service and average earnings for the five highest consecutive
calendar years preceding retirement. The Company’s policy is to
fund pension cost in accordance with applicable regulations.
Total pension costs for 1992 and 1991 were $2.2 million and $3.1
million, respectively.

The net assets available for benefits are maintained for the
total Plan, but not by subsidiary. The Plan’s net assets
available for benefits exceeded projected benefit obligations as
computed under SFAS No. 87 "Employers'’ Accounting for Pensions"
as of the last valuation made by an actuary.

The Company participates in a plan administered by the Parent
Company which provides certain health care and life insurance
benefits for substantially all retired employees. The costs of
providing these benefits were approximately $2.0 million and
$1.5 million for 1992 and 1991, respectively. Life insurance
benefits for retirees are provided through an insurance company
whose premiums are based on the claims experience of the
participants. The Company recognizes the cost of providing
these benefits in the year paid by expensing the annual life
insurance premiums.

Effective January 1, 1993, the Company will adopt SFAS No. 106,
"Employers’ Accounting for Postretirement Benefits Other Than
Pensions”. The new standard requires that the expected costs of

these benefits be charged to expense during the years that

employees render service. Commencing January 1, 1993, the
unrecorded accumulated postretirement benefit obligation of
$61.3 million will be amortized over twenty years.

Annual postretirement benefit cost computed in accordance with
SFAS No. 106 is estimated to be $10.3 million for 1993.
However, the Company has not yet determined the effect that
adoption of SFAS No. 106 will have on its results of operations
due to uncertainty as to the Company’s ability to recover the
increased costs in its rates and tariffs, which requires the
approval of regqulators.



From Contel South Carolina 1992 Annual Repor:

6. Employee Benefit Plans

The Company participates in the Parent Company’s trusteed
pension plan (the Plan), which covers substantially all
employees. The benefits are based on an employee’s years of
service and average earnings for the five highest consecutive
calendar years preceding retirement. The Company’s policy is to
fund pension cost in accordance with applicable regqulations.
Total pension costs for 1992 and 1991 were $53,000 and $70,000,
respectively.

The net assets available for benefits are maintained for the
total Plan, but not by subsidiary. The Plan‘s net assets
available for benefits exceeded projected benefit obligations as
computed under SFAS No. 87 "Employers’ Accounting for Pensions"
as of the last valuation made by an actuary.

The Company participates in a plan administered by the Parent
Company which provides certain health care and life insurance
benefits for substantially all retired employees. The costs of
providing these benefits were approximately $67,000 and $52,000
for 1992 and 1591, respectively. Life insurance bpenefits for
retirees are provided through an insurance company whose
premiums are based on the claims experience of the participants.
The Company recognizes the cost of providing these benefits in
the year paid by expensing the annual life insurance premiums.

Effective January 1, 1993, the Company will adopt SFAS No. 106,
" "Employers’ Accounting for Postretirement Benefits Other Than

Pensions". The new standard requires that the expected costs of
these benefits be charged to expense during the years that
employees render service. Commencing January 1, 1993, the

unrecorded accumulated postretirement benefit obligation of $2.2
million will be amortized over twenty years.

Annual postretirement benefit cost computed in accordance with

SFAS No. 106 is estimated to be $0.4 million for 1993. on

January 29, 1992, the SCPSC approved the full adoption of SFAS

No. 106 for accounting and ratemaking purposes effective
n nitoring periocd.

Lom ord emem S wmme ves AOQT e
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7.

Employee
Benefit Plans
(Continued)

From GTE Florida 1992 Annual Report

The projected benefit obligations at
December 31, 1992 and 1991 include
accumulated benefit obligations of $374.4
million and $348.2 million and vested
benefit obligations of $315.2 million and
$289.0 million, respectively.

Postretirement Benefits Other Than
Pensions

The Company generally provides health
care and life insurance benefits to
retirees. Benefits for eligible retirees are
expensed as paid and amounted to $8.0
million, $7.5 million and $6.9 million for
1992-1990, respectively.

Effective January 1. 1993, the Company
will adopt SFAS No. 106, "Emplovers’
Accounting for Postretirement Benefits
Other Than Pensions.” The new standard
requires that the expected costs of these
benefits be charged to expense during the
vears that emplovees render service.
Commeéncing Januarv 1. 1993, the

estimated unrecorded accumnulated
postretirement benefit obligation of
$331.5 million will be amortized over
tWenty years.

Annual postretirement benefit cost
computed in accordance with SFAS No.
106 is estimated 10 be $52.1 million for
1993. The FPSC's January 21. 1993 rate
case order approved SFAS No. 106 costs
for accounting and ratemaking purposes.
However, the FPSC deferred $10 million
of the incremental intrastate costs, which
will be amortized over four years
commencing in 1994.

Savings Plans

The Companyv sponsors savings plans
under Section 401(k) of the Internal
Revenue Code. The plans cover
substantially all fulltime emplovees.
Amounts charged to income were 36.0
million. $5. million and 32.3 million :n
1992-1990. respectively.



8. Employee
Benefit Plans

From GTE Florida 1993 Annual Report

RETIREMENT PLANS

The Company has trusteed, noncontributory,
defined benefit pension plans covering sub-
stantially all employees. The benefits to be
paid under these plans are generally based on
years of credited service and average final
carnings. The Company's funding policy,
subject to the minimum funding requirements

of U.S. employee benefit and tax laws, is to
contribute such amounts as are determined
on an actuarial basis to provide the plans with
assets sufficient to meet the benefit obliga-
tions of the plans. The assets of the plans
consist primarily of corporate equities,
government securities and corporate debt
securities.

The net pension credits for 1993-1991 include the following components:

............................................................ 1993 ....1992 1991
‘ (Thousands of Dollars)

Service cost-benefits earned during

the period $ 20939 $ 20350 § 20,781
Interest cost on projected benefit

obligations 44,428 42,338 39,261
Actual return on plan assets (141,365) (49,229) (156,517)
Other - net 56,390 (29,843) 88,822

Net pension credit $ (19,608) $ (16,384) S (7,653)

The expected long-term rate of return on plan assets was 8.25% for 1993 and 1992 and 8.0% in

1991.
The funded status of the plans at December 31, 1993 and 1992 was as follows:
SRRSO 1993 1992
............... s o Betines
Plan assets at fair value S 904,013 § 887,966
Projected benefit obligation 536,199 554,270
Excess of assets over projected
obligation 367,814 333,696
Unrecognized net transition asset (67,496) (84,249)
Unrecognized net gain (259,894) (228,944)
Prepaid pension cost § 4424 § 20,503

The projected benefit obligations at
December 31, 1993 and 1992 include accu-
mulated benefit obligations of $401.3 million
and $374.4 million and vested benefit obliga-
tions of $343.5 million and $315.2 million,

respectively.

Assumptions used to develop the projected
benefit obligations at December 31, 1993 and
1992 were as follows: _

CesrerueterrtanIvIterteioseN e B s toenyaes

REUTSURRRUIOUUUOTUN. <~ SUPO ‘.‘:‘?.2....
Discount rate 18 % 8.0%
Rate of compensation _

’ 6.0%

POSTRETIREMENT BENEFITS OTHER
THAN PENSIONS

As described in Note 1, effective January 1,
1993, the Company adopted SFAS No. 106,
“Employers' Accounting for Postretirement
Benefits Other Than Pensions.”

Substantially all of the Company's employ-
ees are covered under postretirement health
care and life insurance benefit plans. The
heaith care benefits paid under the plans are
gcnen.lly based on comprehensive hospital,
medical and surgical benefit provisions,
while the life insrance benefits are currently
based on annusl earnings at the time of

.v"



8. Empleyee
Benefit Plans

(Continued)

retirement. The Company funds amounts for

postretirement benefits as deemed appropri-
ate from time to time.

The postretirement benefit cost for 1993
includes the following components (in thou-
sands of dollars):

...............................................

e e 1993
Service cost-benefits earned

during the period $ 8581
Interest cost on accumulated

postretirement benefit

obligation g 25,017
Amortization of transition

obligation 15,432

Postretirement benefit

cost S 49,030

During 1992 and 1991, the cost of postretire-
ment health care and life insurance benefits
on a pay-as-you-go basis was $8.0 million
and $7.5 million, respectively.

The following table sets forth the plans’
funded status and the accrued obligation as of
December 31, 1993 (in thousands of dollars):

1993
Accumulated postretire-
ment benefit obligation
attributable to:
Retirees S 173,478
Fully eligible active
plan participants 2,851
Other active plan
participants 156,848
Total accumulated
postretirement benefit
obligation 333,177
Fair value of plan assets 194
Excess of accumulated
obligation over plan assets 332,983
Unrecognized transition
obligation (256,701)
Unrecognized net loss (33,893)
Accrued postretirement
benefit obligation s 42,389

The assumed discount rate used to measure
the accumulated postretirement benefit oblig-
ation was 7.5% at December 31, 1993. The
expected long-term rate of return on plan
assets was 8.25% for 1993. The assumed
health care cost trend rate in 1993 was 13%
for pre-65 participants and 9.5% for post-65
retirees, each rate declining on a graduated
basis to an ultimate rate in the year 2004 of
6%. A one percentage point increase in the
assumed health care cost trend rate for each
future year would have increased 1993 costs
by $5.6 million and the accumulated postre-
tirement benefit obligation at December 31,
1993 by $45.4 million.

During 1993, the Company made certain
changes to its postretirement health care and
life insurance benefits for non-union employ-
ces that are effective January 1, 1995. These
changes include, among others, newly estab-
lished limits to the Company’s annual contri-
bution to postretirement medical costs and a
revised sharing schedule based on a retiree's
years of service. The net effect of these
changes reduced the accumulated benefit
obligation at December 31, 1993 by $46.0

nnnnnnnnnnn

SAVINGS PLANS

The Company sponsors savings plans under
section 401(k) of the Internal Revenue Code.
The plans cover substantially all full-time
employees. Under the plans, the Company
provides matching contributions in GTE
common stock based on qualified employee
contributions. Matching contributions
charged to income were $5.4 million, $6.0
million and $5.7 million in the years 1993-
1991, respectively.
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From GTE South 1992 Annual Report

The projected benefit obligation at
December 31, 1992 and 1991 includes
accumulated benefit obligations of §255.6
million and $233.8 million and vested
benefit obligations of $§219.2 million and
$197.4 million, respectively.

Postretirement Benefits Other Than
Pensions

The Company generally provides heaith
care and life insurance benefits to
retirees. Benefits for eligible retirees are
expensed as paid and amounted to $4.+
million. $4.4 million and $3.9 million for
1992-1990, respectively.

Effective Januarv 1, 1993, the Company
will adopt SFAS No. 106. "Emplovers’
Accounting for Postretirement Benefits
Other Than Pensions.” The new standard
requires that the expected costs of these
benefits be charged to expense during the
vears that employees render service.
Commencing January 1. 1993, the
estimated unrecorded accumulated
postretirement benefit obligation of
$248.2 million will be amortized over
TwWenty vears.

The Company's construction budget for

1993 is estimated to be approximately
2210 million, for which the (‘nmmnu had

AV 3IAASDNSy AR

substantial purchase commitments as of
December 31, 1992.

The Company has noncancelable lease
contracts covering certain buildings, office
space and equipment The lease contracts
contain varying renewal options for terms
up to 33 years.

Minimum renwal commitments for
noncancelable leases for periods
subsequent to December 31, 1992 are as
follows (in thousands of dollars):

Annual postretirement benefit cost
computed in accordance with SFAS No.
106 is estimated to be $38.0 million for
1993. The Company has not vet
determined the effect that adoption of
SFAS No. 106 will have on its results of
operations due to uncertainty as to the
Company's ability to recover the increased
costs in its rates and wariffs. which require
the approval of regulators. However. on
September 13, 1991. the South Carolina
Public Service Commission ( SCPSC)
approved the adoption of SFAS No. 106
for accounting and ratemaking purposes.
In addition. the SCPSC allowed recovery
of a portion of the Company’s transitional
benefit obligation (TBO) during 1991 and
1992.

Savings Plans

The Company sponsors savings plans
under Section 401(k) of the Internal
Revenue Code. The plans cover
substantially all full-time emplovees.

Amounts charged 1o income were $3.8

million, $2.6 million and $1.8 million in
1992-1990. respectively.

1993 $ 2171
1994 1,192
1995 673
1996 323
1997 304
Thereafter 618
Total minimum rental
commitments $ 5281

The total amount of rents charged to
expense was $13.2 million, $16.0
million and $17.0 million for
1992-1990, respectively.



9. Employee
Benefit Plans

From GTE South 1993 Annual Report

RETIREMENT PLANS

The Company has trusteed, noncontributory,
defined benefit pension plans covering sub-
stantially all employees. The benefits to be
paid under these plans are generally based on
years of credited service and average final
carnings. The Company’s funding policy,
subject to the minimum funding requirements

of U.S. employee benefit and tax laws, is to
contribute such amounts as are determined on
an actuarial basis to provide the plans with
assets sufficient to meet the benefit obliga-
tions of the plans. The assets of the plans
consist primarily of corporate equities,
government securities and corporate debt
securities.

The net pension credits for 1993-1991 include the following components:

Service cost-benefits eamned during
the period

Interest cost on projected benefit
obligations

Actual return on plan assets

Other - net

Net pension credit

........ 1993 1992 1991
i B
$ 17437 $S 13451 S 14,154
35,616 28,509 26,587
(96,664) (32904)  (106,.268)
31472 (19,747) 60,123
S (12,139) § (10.691) § (5.404)

The expected long-term rate of return on plan assets was 8.25% for 1993 and 1992 and 8.0% in

1991.

The funded status of the plans at December 31, 1993 and 1992 was as follows:

Plan assets at fair value
Projected benefit obligation

Excess of assets over projected
obligation

Unrecognized net transition asset

Unrecognized net gain

Prepaid pension cost

...................................

1993 1992
1D P b
$ 626978 S 598554

373,787 372,658
253,191 225,896
(42,284) (57,286)
(167,313) (149,287)
$ 4359 § 19323

The projected benefit obligations at
December 31, 1993 and 1992 include accu-
mulated benefit obligations of $281.7 million
and $255.6 million and vested benefit obliga-
tions of $249.6 million and $219.2 million,

respectively.

Assumptions used to develop the projected
benefit obligations at December 31, 1993 and
1992 were as follows:

...............................................

199 19
Discount rate 75 % 8.0%
Rate of compensation

increase 825% 6.0%

19

POSTRETIREMENT BENEFITS OTHER
THAN PENSIONS

As described in Note 1, effective January 1,
1993, the Company adopted SFAS No. 106,
“Employers’ Accounting for Postretirernent
Benefits Other Than Pensions.”

Substantially all of the Company’s employees
are covered under postretirement health care and
life insurance benefit plans. The heaith care ben-
efits paid under the plans are generaily based on
comprehensive hospital, medical and surgical
benefit provisions, while the life insurance bene-
fits are currently based on annual eamnings at
the time of retirement. The Company funds



9. Employee
Benefit Plans

(Continued)

amounts for postretirement benefits as deemed
appropriate from time to time.

The postretirement benefit cost for 1993
includes the following components (in thou-
sands of dollars):

RO OO RO TRPRRURN 1993
Service cost-benefits earned

during the period s 4537
Interest cost on accumulated

postretirement benefit

obligation 13,939
Actual return on plan assets (538)
Amortization of transition

obligation 8,588

Postretirement benefit

cost S 26,526

In each of the years 1992 and 1991, the cost
of postretirement health care and life insur-
ance benefits on a pay-as-you-go basis was
$4.4 million.

The following table sets forth the plans’
funded status and the accried obligation as of
December 31, 1993 (in thousands of dollars):

e 1993
Accumulated postretire-
ment benefit obligation
attributable to:
Retirees S 112,498
Fully eligible active
plan participants 12,510
Other active plan
participants 56,141
Total accumulated
postretirement benefit
obligation 181,149
Fair value of plan assets 6,178
Excess of accumulated
obligation over plan assets 174,971
Unrecognized transition
obligation (132,857)
Unrecognized net loss (23,289)
| A :
18,825

The assumed discount rate used to measure
the accumulated postretirement benefit oblig-
ation was 7.5% at December 31, 1993. The
expected long-term rate of return on plan
assets was 8.25% for 1993. The assumed
health care cost trend rate in 1993 was 13%
for pre-65 participants and 9.5% for post-65
retirees, each rate declining on a graduated
basis to an ultimate rate in the year 2004 of
6%. A one percentage point increase in the
assumed health care cost trend rate for each
future year would have increased 1993 costs
by S3.1 million and the accumulated postre-
tirement benefit obligation at December 31,
1993 by $22.1 million.

During 1993, the Company made certain
changes to its postretirement health care and
life insurance benefits for non-union employ-
ees that are effective January 1, 1995. These
changes include, among others, newly estab-
lished limits to the Company's annual contri-
bution to postretirement medical costs and a
revised sharing schedule based on a retiree’s
years of service. The net effect of these
changes reduced the accumulated benefit
obligation at December 31, 1993 by $38.9
million.

SAVINGS PLANS

The Company sponsors savings plans under
section 401(k) of the Internal Revenue Code.
The plans cover substantially all full-time
employees. Under the plans, the Company
provides matching contributions in GTE
common siock based on qualificd cmployee
contributions. Matching contributions
charged to income were $2.9 million, $3.8
million and $2.6 million in the years 1993-

1991, respectively.
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GTE CORPORATION

Summary of Plan Provisions for

nuary 1, 1 iree Welfare Valuation -- GTE Tel

MEDICAL PLAN
Eligibility '

Dependent Eligibility
Pre-65 benefits
Post-65 benefits

Postretirement
contributions

Towers Perrin

Retirement with 15 years and sum of age plus service total at
least 76; or age 65 with 5 years of service.

Exception: For Hawaii, completion of 15 years of service
(any age) or age 60.

Eligibility continues beyond retiree’s death.

Varies by retirement date and plan.

Varies by retirement date and plan; coordinated with
Medicare on a "Standard COB" basis for pre-1990 retirees,
and on a "carve out” basis for post-1989 retirees.

Future Non-ynion Retirees: Service-related contributions as a
percentage of gross costs as follows (except for GTE Alaska

and GTE Supply):

Years of service Retir ntribytion Percen
_at retirement Retiree Spouse
<10 100% 100%
10-14 80 80
16-19 60 60
20 - 24 40 40
25-29 20 20
30+ 10 10

Alaska retirees:
Pre-65 contribution:  100% of gross costs for
retiree/spouse.

Post-65 contribution: per above service-related schedule.

GTE Supply non-union:
Pre-65 contribution:  50% of gross costs for
retiree/spouse.

Post-65 contribution: $120/person.

-yni irees: contribution requirements vary
depending upon legal entity, date of retirement and age at
retirement as summarized in Exhibit A.

Fyture Union Retirees: contributions vary by state/flegal entity
as summarized in Exhibit B.

Current Union Retirges: any differences in contributions

required of current retirees vs. future retirees are summarized
in Exhibit B.



GTE Corporation
Summary of Plan Provisions for
January 1, 1993 Retiree Welfare Valuation -- GTE Telops

REIMBURSEMENT OF
MEDICARE PART B

PREMIUMS

Eligibility Hawaii retirees only, who "retire” after completing 15 years
of service or attainment of age 60.

Benefit Reimbursement of Medicare Part B premiums for both retiree
and spouse. For 1993, Medicare Part B premium is $439 per
person age 65 and over.

POSTRETIREMENT
LIFE INSURANCE
Eligibility Same as for medical plan.
Benefit Life insurance for GTE Telops retirees is a percentage of

average basic annual salary for 5 years prior to retirement:

Hawaii Al
Union_ Others
First 5 years
after retiremaent 50% 75%
Year 6 45 65
Year 7 40 55
Year 8 35 45
Year 9 30 35
Year 10 and later 30 30

For retirements after age 65, the reduction schedule assumes
age 65 retirement.



GTE CORPORATION -- NON-UNION EMPLOYEES

EXHIBIT A

Summary of Retiree Medical Plan Contribution Requirements

as of January 1, 1993

Legal Entity

GTE Alaska

State/Study Area

Pre-65 Contributions
Retires Spouse

$918

Post-65 Contributions
Retires Spause

- — |

Alaska $120° $120°
Post-1989 retiress 100% 100% Service-Related
GTE California CA, GTEL Pre-1990 retirees $0 $0 $120° $120°
GYE Florida FL, GTECC
GTE Hawaii Hi Post-1989 retiress Service-Related Service-Related
GTE Midwaest IA, MN, MO, NE
GTE South AL, GA, KY, NC, SC,
TN, VA, WV
GTE Southwest AR, NM, 0K, TX
GTEDS GTEDS
Telecom Marketing | Telecom Marketing
GTE North GTE IL, IN, M, OH, Pre-1990 retirses $0 $0 $120° $120°
PA, Wi .
Post-1988 retiraes Service-Related Service-Related
Conte! IL, IN, PA All retiress $0 $0 $0 $0
{excluding Quaker
State)
GTE Northwest iD, MT, OR, WA, West | Pre-4/1/30 retirees:
Coast-CA
Under 62 at retirement 100% 100% $120° $120°
Age 62+ st retirement 10% 10% $120° $120°
4/1/80-12/31/92 retiress:
Under 62 st retirement 100% 100% Service-Related
Age 62+ at retirement 10% 10% Service-Related
1/1/83 and later retiress Service-Related Service-Related
GTE Supply GTE Supply Pre-1990 retiress $0 $0 $120° $120°
Post-1989 retiress 50% 50% $120° $120°
Genera| Office Execs and Non-execs Pre-1990 retiress $390° $918° $120° §120°
Vantage Post-1989 retirees Service-Related Service-Related

Towers Perrin

* Non-indexed



GTE CORPORATION -- UNION EMPLOYEES

EXHIBIT B

Summary of Retiree Medical Plan Contribution Requirements

f Jan 1
Pre-85 Contributions Past-85 Contribiutions
Lega! Entity State/Study Al_'li ggb!rggg Retirss _Spouss Retirge Spouse
GTE California CA, G6TEL Under 60 at ratirement 100% 100% $120° W
Age 60+ at retirement 0% 100% $120° $120°
GTE Florida FL, GTECC Prs-1890 retiress $0 $0 $120° $120°
GTE Southwest AR, NM, 0K, TX Post-1989 retirees Sarvice-related Setvice-related
GTE Hawaii Hi AN ’ $0 $0 $0 $0
GTE Midwest 1A, MN, MO, NE Pre-1993 retirees:
Under 60 at retirement 100% 100% $120° $120°
Age 60+ at retirement 0% 100% $120° $120°
Post-1882 ratirses:
Under 60 at retirement 100% 100% $120° $120°
Age 60+ at ratirement 0% 0% $120° $120°
GTE North GTE WMinois Pre-11/17/91 retirses:
Under €0 at retirement 100% 100% $120° $120°
Age 60+ st retirement 0% 100% $120° $120°
Post-11/16/91 retirees:
Under 60 st retirement 100% 100% $120° $120°
Age 60+ at retirement 0% 0% $120° $120°
GTE North GTE Indiana CWA retirees:
Under 62 at retirement 100% 100% §120° $120°
Age 62+ at retirement 0% 0% $120° $120°
IBEW retirees:
Under 50 at retirement |  100% 100% §120° $120°
Age 60+ at retirement 0% 0% $120° $120°
GTE North GTE Michigan Pre-8/11/91 retirees:
Under 80 at retirement 100% 100% $120° $120°
Age 60+ at retirement 0% 100% $120* $120°
Post-8/10/31 retirees:
Under 60 st retirement 100% 100% $120° $120°
Age 60+ at retirament 0% 0% §i20° $120°
GTE North GTE Ohio Al 25% 28% $120° $120°
GTE North GTE Pennsyivania Under 62 at retirement 96% 92% $120° $120°
Age 62+ at retirement 0% 0% $120° $120°

* Non-indexed




GTE Telops -- Union Employees EXHIBIT B
Summary of Retiree Medical Plan {continued)
Contribution Requirements as af January 1, 1993

Pre-85 Contributions Post-85 Contributions
|_Entit State/Study Arsa roy Ratires Spouse Retirss Spouse
GTE North GTE Wisconsin Pre-1994 ratirees:
Under 62 at retirement 100% 100% $120° $120°
Age 62+ at retirement 0% 0% $120° $120°
Past-1993 retiress:
Under 80 at retirement 100% 100% $120° $120°
Age 60+ at retirement 0% 0% $120° $120°
GTE North Contal IL, IN, PA All retiress $0 0 $0 $0
{excluding Quaker
State)
GTE Northwast iD, MT, OR, WA, Pre-4/1/80 retirees:
Wast Coast-CA
Under 62 at retirement 100% 100% $120° $120°
Age 62+ at retirement 10% 10% $120° $120°
41190 to 12/31/83
retiress:
Under 62 at retirement 100% 100% Service-Related
Age 62+ at retirement 10% 10% Service-Related
1/1194 and later reticees:
Under 60 at retirement 100% 100% Service-Related
Age 60+ at retirement 5% 5% Service-Related
GTE South Kentucky Pre-1/1/91 CWA retirees: $191° $393° $120° $120°
All others: 20.3% 24.8% $120% $120°
GTE South AL, GA, NC, SC, Al retirees 32.1% 35.4% $120° $120°
TN, VA, WV
GTE Supply GTE Supply Pre-1993 retiress 50% 50% 100% 100%
Post-1992 retirees 50% 50% 75% 75%

* Non-indexed

Towers Perrin
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MEDICAL PLAN
Eligibility

Dependent Eligibility
Pre-65 benefits

Post-65 benefits

Postretirement
contributions

r

1

1

GTE CORPORATION

Summary of Plan Provisions for
Retiree Welfare Valuation--Contel Tel

Non-ynion: Retirement with 15 years and sum of age plus
service total at least 76; or age 55 with 10 years of service;
or age 65 with 5 years of service.

Union: Same as non-union.
Eligibility continues beyond retiree’s death.

For pre-1989 retirees and "grandfathered” active employees
who at 1/1/89 had completed 25 years of service or were
age 55 with 15 or more years of service: reasonable and
customary comprehensive plan ("old plan®).

For post-3/1/93 union retirees of Contel New York and
Vermont: Choices Option #1 comprehensive plan.

For other retirees: comprehensive plan with frozen 1989
reasonable and customary schedule and $50,000 annual
benefit maximum per person ("new plan”). Lifetime
maximum of $250,000. Coinsurance percentage is based on
years of service at retirement:

Under 15 years of service 64% coinsurance
15-24 years of service 72% coinsurance
25 or more years of service 80% coinsurance

Same as pre-65, coordinated with Medicare on a "Standard
COB" basis.

Exception: For post-3/1/93 union retirees of Contel New
York and Vermont, coordinated with Medicare on a
"carveout” basis.

None, except for post-3/1/93 union retirees of Contel New
York and Vermont for whom contributions are as follows:

— Under 60 at retirement: GTE Telops service-related
contribution schedule for both pre-65 and post-65
coverage

— Age 60+ at retirement: No contributions for pre-65
coverage; $120 per year per person for post-65 coverage.



GTE Corporation
Summary of Plan Provisions for
January 1, 1993 Retiree Valuation--Contel Telops

POSTRETIREMENT
LIFE INSURANCE
Eligibility Same as for medical plan.
Benefits Pre-1989 retirees and grandfathered active employees:
100% of base pay rate at retirement (or, if greater, 50% of
active life insurance plan coverage)
Post-37/1/93 union retirees of Contel New York and Vermont:
same as for GTE Telops.
Other retirees: coverage based on years of service at
retirement:
Under 15 years of service 50% of final base pay
15 - 24 years of service 75% of final base pay
25 or more years of service 100% of final base pay
. -7-
Towers Perrin




GTE CORPORATION

Summary of Actuarial Assumptions and Methods for
n 1.1 Retiree Welfare Valuation

Table of Conten
Page
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GTE CORPORATION

Actuarial Methods and Assumptions for

n

METHODS

Service cost and accumulated
postretirement benefit
obligation

Full eligibility date

Market-related value of assets
(where applicable)

Development of claim cost
assumptions

Towers Perrin

1

Retiree Welfare Valuation

Projected unit credit, allocated from date of hire to full
eligibility date

Varies depending on plan provisions. Example:

For locations with retiree medical cost-sharing
ynrelated to retirement age or years of service, full
eligibility age is the earliest retirement eligibility date.

For the service-related retiree medical contribution
schedule, the full eligibility age is related to years of
service at retirement date.

For example:

- Car nen ammalavan whn ie asciimad ¢4 ratira writh
T\ Qs Glllylvycﬁ WHIIW 19 UIIUIIIUW LW 1TULHY wriLll

30 or more years of service, full eligibility age is
the employee’s age when he completes 30 years
of service.

- For an employee who is assumed to retire with
25-29 years of service, full eligibility age is the
employee’s age when he completes 25 years of
service.

For "pay-reiated” retiree life insurance plans, full
eligibility age is the assumed retirement date.

For locations with company-provided coverage
available only if retirement is on or after a certain age
(age 60 or 62), full eligibility age is age 60 or 62.

Fair value

Per capita claim cost assumptions are based upon an
analysis of actual per capita claim costs for 1990, 1991
and 6 months of 1992, with projection to 1993.
Additional details are in Exhibit A.



GTE Corporation
Actuarial Methods and Assumptions for

January 1, 1993 Retiree Welfare Valuation

METHODS {(continued)
FAS #106 adoption date

Amortization of transition
obligation

ADJUSTMENTS

ECONOMIC ASSUMPTIONS
General inflation
Discount rate

Return on plan assets (where
applicable)

Salary increase rate (for pay-
related life insurance)

January 1, 1992 for GTE consolidated accounting
purposes and for most non-Teiops iocai accounting;
January 1, 1993 for Telops entities (and for Directories,
GTE Labs and Service Corp.) for local accounting.

The consolidated accounting results by lega! entity
immediately recognized the transition obligation in 1992.
The results to be used for local basis accounting (where
different than consolidated) amortize the transition
obligation over 20 years.

AG/CSC: The resuits shown include an addition $16
million of APBO to reflect GTE's estimated portion (50%
for 1993) of AG's obligation for post-1993 retirees and
certain 1992 ERIP retirements.

4.0%
8.0%
8.25%

6.0%



GTE Corporation
Actuarial Methods and Assumptions for
January 1, 1993 Retiree Welfare Valuation

MEDICAL PLAN ASSUMPTIONS

Age-related per capita claim costs are provided in Exhibit A. The claim costs vary by

P T T Y YN - o remmom bui [ PP

company/unit s appropriate based upon historical results. Administrative expenses equai to 4%
of assumed claims are included in the starting per capita costs.

Maedical trend assumptions

Pre-65

All GTE and

"0Old" Contel "New" Contel
Year Plans Plans Post-65
1993 13.0% 11.2% 9.5%
1994 12.0 10.4 9.0
1995 ‘ 11.0 9.6 8.5
1996 10.0 8.8 8.0
1997 9.2 8.1 7.6
1998 8.5 7.5 7.2
1999 7.9 7.0 6.9
2000 7.4 6.6 6.6
2001 7.0 6.3 6.4
2002 6.6 6.0 6.2
2003 6.3 5.7 6.1

2004 and later 6.0 5.5 6.0

The above trend assumptions for post-65 costs for the Medicare Supplement plan reflect the
impact of Medicare physician payment reforms, which limit "balance billing" by physicians not
accepting Medicare assignment. A nonparticipating physician may not bill a Medicare patient
more than 109.25% of the Medicare “allowable charge."

The trend assumptions shown above are applied to net incurred claims cost. The rates to be
shown for corporate footnote disclosure should be those applicable to gross eligible charges. For
disclosure purposes, the "average" health care cost trend rates assumed might be described as
averaging approximately 11% for 1993, grading to 6% for years 2004 and later.

Towers Perrin __




GTE Corporation

Actuarial Methods and Assumptions for
January 1, 1993 Retiree Welfare Valuation

MEDICAL PLAN ASSUMPTIONS (continued)

Increase in retiree/
spouse contributions

Increase in administrative

expenses

DEMOGRAPHIC A

Mortality

Retirement

Termination

Disability

S

UMPTION

e For plans with a post-65 contribution of $120, no future
increases in the contribution are assumed.

¢ For certain groups for which retiree contributions are
established as fixed dollar amounts, as indicated in the
summaries of plan provisions, no future increases in the
contributions are assumed.

* For all others, contributions are expected to increase at the
medical trend rate above.

Administrative expenses are included in the starting per capita
claim cost, and are assumed to increase at the medica! trend
rate.

1983 Group Annuity Mortality Table

Sample life expectancies:

Age 60:
Male 19.9
Female 25.7
Age 65:
Male 16.0
Female 21.3

Same as for pension valuation. Approximate average
retirement ages:

Nonunion 60
Telops union 61
Other union 63

Same as for pension valuation

None assumed



GTE Corporation

Actuarial Methods and Assumptions for
January 1, 1993 Retiree Welfare Valuation

DEMOGRAPHIC ASSUMPTIONS {continued)

Dependent status

Spouse’s age {for future

retirees)

Participation rates
(medical)

Towers Perrin

e Current retirees: Actual spouse data was used for current
retirees. !f spouse birthdate was not provided. wives were

assumed to be 3 years younger than husbands.
s Future retirees: Based upon analysis of GTE demographics
as shown below:

Percent Married at Retirement

Retirement

Age Male Female
Under 50 86% 66%
50 - 54 89 66
55 - 59 90 63
60 - 64 20 55
65 and over 90 45

YV
VVivES aic

For plans requiring contributions by the retiree/spouse, a
percentage of future retirees/spouses are assumed to decline
retiree medical coverage. Decreased participation is expected
as the dollar amount of required contributions increases. See

Exhibit B for details.



GTE Corporation

Actuarial Methods and Assumptions for
<anuary 1, 1993 Retiree Welfare Valuation

LIFE INSURANCE
ASSUMPTIONS

"Cashout” election rate
for lite insurance (where
available)

Other life insurance
assumptions

For current retirees, life insurance amounts were not available
in the data except for Government Systems and Contel
retirees. For plans with a cashout option at retirement, an
assumption was made to approximate the life insurance
amounts currently in effect:

Percentage of

insurance still in effect:
¢ Nonunion 60%
*  Union 70%

Life insurance amounts for current retirees were estimated if
not provided in retiree data (85% of retirees). For pay-related
life insurance, the amount of life insurance for current retirees

wags estimated by using currant average salary levels and

projecting back to the retirement date to estimate salary at
retirement.



- GTE CORPORATION

. Actuarial Assumptions for Forecast

for Jan 1.1 Retiree Welfare Valuation
Claims experience Costs increase according to valuation assumptions.
Demographic Experience follows valuation assumptions.
Population Constant number of active employees.
Asset return Experience follows valuation assumptions.
Plan provisions Current plan provisions were assumed to continue unchanged
over the forecast period.
Future VEBA None assumed except for Government Systems retiree life
contributions insurance VEBA, for which future contributions are assumed to

equal the service cost each year plus 15-year amortization of the
1/1/93 unfunded actuarial liability.

Towers Perrin___




GTE CORPORATION

- Data Sources and Development of
Per Capita Medical Cost-Assumptions for

January 1, 1993 Retiree Welfare Valuation
SOURCES OF CLAIM DATA
For the GTE retiree medical plans:
e Summaries of numbers of covered participants and dependents and related incurred non-drug
claims by claimant age groups within regions for 1990, 1991 and the first six months of 1892

{from Medstat database)

e Summaries of paid drug claims (both mail order and non-mail order) by claimant age groups
within regions for 1990 - 1982 (from Travelers)

For the Contel retiree medical plan:

e Summaries of paid claims for 1991 and 1992 (exciuding mail-order drugs) and numbers of
covered participants, split between "old" and "new” plans

-« Amount of mail-order drug claims were not available for 1991 and were estimated based on
GTE experience

For the Hawaii retiree medical plan, summaries of paid claims for 1891 and 1992 and numbers of
covered participants.

DEVELOPMENT OF PER CAPITA MEDICAL COST ASSUMPTIONS

For the GTE retiree medical plans:

* Historical experienced per capita claims cost were calculated by age group within region for
1990, 1991 and 1992 (non-drug experience for 1992 was annualized)

e Per capita claims costs were projected to 1993 separately from 1980, 1991 and 1982
experience, based on assumed trend

* 1993 per capita claims costs were developéd as a weighted average of 1990, 1991 and 6
months 1992 experience (weights used were 33.3%, 41.7% and 25% respectively)

Towers Perrin




GTE Corporation

Data Sources and Development of

Per Capita Medical Cost Assumptions for
January 1, 1993 Retiree Welfare Valuation

For the GTE retiree medical plans: {continued)

Per capita claims costs were increased by 4% to reflect administrative fees and reflected
minor adjustments for apparent understatement of post-65 and spouses per capita costs

Post-65 costs for retirees with a "carve out™ approach to coordination of GTE benefits with
Medicare (generally, post-1989 retirees) were established as 75% of those for "pre-1990*
retirees to reflect the different approach to coordination of plan benefits with Medicare

For the Contel retiree medical plans:

Experienced per capita claims costs on a "paid" basis were determined for the "old" plan for
1991 and 1992, and were then adjusted to an incurred basis.

Per capita claims costs for the "old" plan were projected to 1993 based on assumed trend
separately from the 1991 and 1992 experience, and were increased by 4% to reflect
administrative expenses '

. 1993 per capita claims costs were developed as a weighted average of projected 1993 costs

based on 1991 and 1992 experience (weighting used was 40% and 60%, respectively)

Thaese "composite” old plan 1993 per capita costs were adjusted to produce separate rates for
California/Nevada and all other locations

Corresponding costs for the "new" plan(s) were developed as a percentage of those for the
"old" plan, based on the relationship of expected or "ratebook” costs for the different pian
designs

SOURCES OF DEMOGRAPHIC DATA

Demographic data was collected from several sources as of January 1, 1993 for the valuation.
Retiree data for Contel was provided by the Retiree Benefit Center. All other retiree data (except
Hawaii} was supplied by Travelers, and supplemented by information from Shareholder Services
and Telops. For Hawaii, 1993 pension data was used, supplemented by approximately 300
additional assumed retirees (to match reported headcounts).

Data for active employees was provided by Shareholder Services, and was supplemented by
additional information provided by Telops for GTE and Contel Telops employees.



SET A

SETB

SETC
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<50
50 - 54
55 - 69
60 - 64

65 - 69
70-74
75 -79
80 - 84
85 +

<50
50 - 54
55 - §9
60 - 64

65 - 69
70 - 74
75-79
80 - 84
85+

<50
50 - 54
55 - 59
60 - 64

65 - 69
70 -74
75 - 79
80 - 84
85+

Pre-1990 Retirees
$4,162 $2,528
4,578 2,780
5,053 3,069
5,945 3.611
1,260 789
1,361 852
1,462 915
1,562 978
1,663 1,041
$2,846 $1,919
3,130 2,111
3,455 2,330
4,065 2,741
1,060 763
1,145 824
1,230 885
1,314 946
1,399 1,007
$2,990 $2,294
3,289 2,523
3,631 2,785
4,272 3,277
1,172 996
1,266 1,076
1,360 1,155
1,453 1,235
1,547 1,315

GTE CORPORATION

Per Capita Medical Cost Assumptions for

January 1, 1993 Retiree Welfare Valuation

Post-1989 Retirees
Age  Retiree Spouse Retirge Soouse

$4,162
4,578
5,053
5,945

945
1.021
1,096
1,172
1,247

$2,846
3,130
3,455
4,065

795
859
922
986
1,049

$2,990
3,289
3,631
4,272

879
949
1,020
1,090
1,160

-10-

$2,528
2,780
3,069
3,611

592
639
686
734
781

$1,919
2,111
2,330
2,741

572
618
664
710
755

$2,294
2,523
2,785
3,277

747
807
867
926
986

EXHIBIT A

Applies to:
GTE Southwest

Telops Headquarters
GTE Supply

All GTE North Companies
GTE Northwest

All GTE South Companies
Data Services (GTEDS)
Communications Corp
{(GTECC)



GTE Corporation
Per Capita Medical Cost Assumptions for

January 1, 1993 Retiree Welfare Valuation

SETD

SETE

SET F

<50
50 - 54
55 - 59
60 - 64

65 - 69
70 - 74
75 -79
80 - 84
85+

<50
50 - 54
55 - 69
60 - 64

65 - 69
70 - 74
75-79
80 - 84
85 +

<50
50 - 54

55 - 69 .

60 - 64

65 - 69
70 - 74
75 -79
80 - 84
85+

Pre-1990 Retirees Post-1989 Retirees
Age Retiree Spouse Retiree Spouse
$4,416 $2,946 $4,416 $2,946
4,858 3,241 4,858 3,241
5,363 3,578 5,363 3,578
6,309 4,209 6,309 4,209
1,252 1,080 939 788
1,352 1,134 1,014 851
1,452 1,218 1,089 914
1,852 1,302 1,164 977
1,653 1,386 1,239 1,040
$2,100 $1,680 $2,100 $1,680
2,310 1,848 2,310 1,848
2,550 2,040 2,550 2,040
3,000 - 2,400 3,000 2,400
550 440 850 440
594 475 594 47%
638 510 638 510
682 546 682 546
726 581 726 581
$3,131 42,683 $3,131 $2,683
3,444 2,951 3,444 2,951
3.802 3,258 3,802 3,258
4,473 3,833 4,473 3,833
1,356 1,356 1,017 1,017
1,464 1,464 1,098 1,098
1,673 1,573 1,180 1.180
1,681 1,681 1,261 1,261
1,790 1,790 1,342 1,342

-11 -

EXHIBIT A
{continued)

Applies to:
GTE California

GTE Alaska
GTEL

GTE Hawaii

All Non-Telops Units:
Electrical Products
Government Systems
Service Corp.
Telecommunications

Products & Services
AG/CSC



GTE Corporation EXHIBIT A
Per Capita Medical Cost Assumptions for (continued)
January 1, 1993 Retiree Welfare Valuation

Californiag & Nevada All Qther Units
Age Retiree Spouse Retiree Soouse Applies to:
SETG <50 $3,769 $2,914 $3,151 $2,437 Contel "Qld" Pians
50 - 54 4,146 3,206 3,467 2,680 {(Grandfathered plus pre-
55 - 59 4,576 3,539 3,827 2,959 1989 retirees)
60 - 64 5,384 4,163 4,502 3,481
65 - 69 1,403 1,146 1,174 959
70 - 74 1,515 1,238 1,268 1,036
75 -79 1,627 1,329 1,362 1,112
80 - 84 1,740 1,421 1,456 1,189
85+ 1,852 1,513 1,550 1,266
SETH <50 43,015 $2,331 $2,5621 $1,949 Contel "New" Plan High
50 - 54 3,317 2,564 2,773 2,144 Option (see note below)
55 - 69 3,661 2,831 3,061 2,367
60 - 64 4,307 3,330 3,602 2,785
65 - 69 1,389 1,135 1,162 949
70 - 74 1,500 1,225 1,255 1,025
75 -79 1,611 1,316 1,348 1,101
80 - 84 1,722 1,407 1,441 1,177
85+ 1,833 1,498 1,534 1,263
SET I <50 $2,994 $2,315 Applies to: post-3/1/93
50 - 54 3,293 2,546 union retirees of Contel
55 - §9 3,635 2,811 New York and Vermont
60 - 64 4,277 3,307
65 - 69 822 671
70 - 74 888 725
75-79 954 778
80 - 84 1,019 832
85+ 1,085 886

Note: Assumed costs for "new" plan middle and low options were a percentage of the above
costs far the high option, as follows:

Percent of
High Option Cost
Middie Option
* Pre-65 93.0%
s Post-65 99.5%
Low Option
s Pre-65 86.0%
¢ Post-65 99.0%
-12-
Towers Perrin




EXHIBIT B

GTE CORPORATION

Medical Plan Participation Rates for
Future Retirees for

Retiree Welfare Valuation

Participation rate assumptions generally vary based upon the level of contributions required by the

retiree or spouse:

Service-Related Contribution
Schedule (except EPG)

Service-Rejated Contribution
Schedule {for EPG)

GTE Telops Alaska

GTE Supply Non-union

Towers Perrin

Percent Participation
Years of Service
at Retirement Retiree Spouse

0-9 73% 67%

10 -14 73 67

15 -19 82 78

20 -24 91 89

25 -29 96 94
30+ 98¢ , 97°*

*  For GTE Labs, 96% for retiree and 94% for spouse.

Years of Service

at Retirement Retiree Spouse
0-14 73% 67%
15 -19 78 73
- 20-24 87 83
25 -29 94 91 .
30+ 98 97
Age at
Retirement Retiree Spouse
Under 65 90% 80%
65 and Over 97 , 96
Age at
Retirement Retiree Spouse
Under 65 93% 87%
65 and Over 97 96
-13-



GTE Corporation

Medical Plan Participation Rates for
Future Retirees for January 1, 1993
Retiree Welfare Valuation

GTE Telops South Union and Telops
Ohio Union

GTE California Union and
GTEL Union

GTE Hawaii Union and all Contel
Union and Non-union

GTE Telops Union at Indiana CWA,
and Pennsylvania (also pre-1994
Wisconsin and Northwest Union)

GTE Telops Union at Hlinois, Indiana
IBEW, Michigan, Midwest (IA, MN,
MO, NE), Northwest, and
Wisconsin

GTE Supply Union and
AG Communication

Age at
Retirement

Under 65
65 and Over

Age at
Retirement

Under 60
60 - 64
65 and Over

Age at
Retirement

Under 62
62 -64
65 and Over

Age at
Retirement

Under 60

60 - 64
65 and Over

Male
Female

-14 -

Retiree
97%
g7

Retiree
90%

100
100

Retiree

90%
100
100

Retirge

85%
75

EXHIBIT B
{continued)

93%
96

80%
94
97

------------

- 80%
29
97

80%
89
97

50%
80
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THE PLAN FOR BARGAINED RETIRED GROUP INSURANCE

- SECTION 1. ESTABLISHMENT
1.01. The Establishment of the Pian.

GTE Corporation has established, a plan, eflective September 30, 1991 (Plan No.
504), as hereinafter set forth for providing medical benefits 10 aligible retired
employees and their dependents. The pian, as staled herein and as amended
from time 10 time, shall be known as The Plan for Bargained Retired Group

Insurance.

1.02. Component Benafits.

The Plan shall include those Component Benefits provided under the
designations listed in Schedules A and B.
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SECTION 2, OEFINITIONS

2.01. Qefinitions.

(a) The following words and'phrases as used in the Plan shall have the
following meanings uniess a ditterent meaning is required by the context:

(1)

(2)

(3)

4)

(%)

(6)

(7)

(8)

(9)

(10)

iflge. The term "Committee™ means the Employee Benefits
Committee of the Company.

Company. The term "Company® means GTE Service Corporation, a
New York corporation.

- The term “Component Benefit' means an
smployee wellare benefit that is designated on Schedule A as one of
the componaent benefits of the Plan or a description of such benefit as
sst forth in an applicable Pian documant.

. The lerm "Emplayer” means any employer that is an
affillate of GTE and that has joined in the Trust Agreement as an
Associate, as delined in the Trust Agfeemem.

ERISA. The term “ERISA® means the Emplcyes Retirement Income
Security Act of 1974, as amended.

GTIE. The term "GTE" means GTE Corporation, a New York
corporation.

Plan. The term "Plan® means The Plan for Bargained Retired Group
insurance as set forth herein, including all exhibits, schedules,
appendices and supplements hereto and ail documents incorporated
herein by reference, as each is amenced from time to time.

Qualified Medical Child Suapon Order. The term "Qualified Medical
Chiid Support Order” shall mean any judgment, decree or arder
(including approval of a seftiement ugreemm) issued by a court of
competent jurisdiction which meets the requirements of Section
609(a) of ERISA and which: (i) provides for child support with respect
1o a child of a panticipant under the Plan or provides lor the healih
benefit coverage o such a chikd, is made pursuant {o a siate
domestic relations law (including a community propéerty law), and
relates to benefits under the Plan, or (i) enforces a law relating to
medical child support described in Section 1908 of the Social
Securlty Act with respect 10 the Plan.

Inigl The term “Trust® means the trust created by the Trust
Agreement.

Lust Agreament. The term “Trust Agreemant” means the agresment
between the Company and State Street Bank and Trust Campany,

Pian lor Bargaineg Retired Group Ins. -2- August 8, 1994
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deted and eMective as of September 30, 1991, as amended from time
10 lime, and any sucCesser thereto. The Trust Agreement is hereby
incorporated by reference into and made a pant of, the Plan. '

(11) Inisise. The term “Trusies® means the trustee of the Trust.

(12) Yaar. The lerm "Year" means the fiscal year of the Plan commencing
January 1 and ending December 31.

(b) Qender. When used in the Pian, masculine pronouns shall refer both to
males and to females.

Plan tor Bargained Retired Group Ins. T3 August 8, 1994
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SECTION 3. BENEFITS
3.01. Covaraga and Banefils.

(a) The retired on\pb‘:neovmundmuummvwnby
esachComponent Benefi shal be determined exciusively Dy the
summary plan description for that Component Benefil; provided,
however, that coverage and benefits
provided in excess of such as may
description for a Component Benefit
applicable law.

(b)  Notwithstanding the longdng' in subparagraph (a), effective
A 9, 1983, the Plan shall provide benelits to dependent
children planned with participants or beneficiaries for adoption
under the same terma and conditions &t apply in the case of
dependent children who are natural children of participants or
bensficiaries under the Pian, imespective of whether the adoption
has becomne final; and the Plan shall not restrct coverage of such
a child solely on the basis of preexisting condition of such child at
the time that such child would otherwise become eligible for
coverage under the Plan, if the adopt:on or placement for adoption
occurs while the panicipant or bene ciary is ¢ligible for coverage
under the Plan, in accordance with Section 809(c) of ERISA and
the reguiations thareunder.

3.02. Payment of Benafits.

Benefits pravided by the Component Benefits shall be paid by the Plan. The
liability of the Plan, the Trust and the Trustee to provide benefits under a
Component Benefit shall be imited by the terms of the Component Benefit
summary plan description, the Trust Agreement, and this Plan instrument.

3.03. Tax Withhoiding.

The amount of any benefit paid from the Plan to a participant or beneficiary under
a Component Benefit shall be reduced by the amount of any incoms 1ax or
employmant tax that is required to be withheld pursuant to any applicable federal,
state, or local law or any appficable foreign law.

3.04. Qther Adjusimaents.

- The amount of any benefit paid from the Plan to a participant or beneficiary under
a Component Benefit shall be reduced by the amount of any excess payments
praviously mada by the Plan 10 that participant or beneficiary under that
Component Benelit. regardiess of whether such excess payment was made by
reason of an error of the Committee or the Trustee or by reason of falge or
misleading information furnished by the participant or baneficiary or any other
person. Such reduction shall continye until the entire amount of any such excess
payments has been recovered.

g

provided by the summary plan
the extent required by

8

Pian lor Bargained Retired Group ins. -4- Auqust 8, 1994



3.05. Paymentto Pasciaant ar Beneficiary.

(a)

(&)

(€

Except as atherwiss provided in paregragh (5), beiow, benafi ayments
m.c«:«u nefit shall be made ¥ the panicipant lnm
Component Benefi or his beneficiary, If any.

To the extert permitied under 8 Component Banefit, payments may be
made (o a third party to whom & panticipanmt or beneficiary has made a valid
assignment of hig nght 10 receive such payments. In addition, if the
Committee determines that a participant or beneficiary is not competent, the
Committae may suthorize the Plan to make beneft payments 10 the coun-
appointed legal guardian of the participant or beneficiary, (0 an individual
who has bacome the legai guardian of the participant or beneficiary by
operation of siate law, or to another individua! whom the Committee
determines to be entilled 10 receive such payments an behall of the
panticipant or beneficiary.

If a payment of benefits is made under a Component Benefits thereunder to
a third party whom the Committee has determined to be entitied 10 receive
such payment on behalf of a participant or beneficiaty, the Plan, the
Component Benefit and the Committee shall be relieved, 1o the fullest
extent permitted by law, of any obligation 1@ make a duplicate payment to or
on behalf of such participant or beneficiary 4
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SECTION 4 ADMINISTRATION

4.01. Administrative Commiltas.

The Commities shall be the "pian administralor” with respect to the Plan for
purposes of the Empioyee Retirement Income Security Act of 1874. The
Committee shal be responaible for administering the Pign, and except as other-
wise provided by a Component Benaefit summary plan description, the Committee
shall aiso administer each Companent Benefit.

4.02. Namsd Fiduciary.

The Committes shall be the “named fiduciary® with respect to the Plan for
purposes of the Employee Retirement income Secunty Act of 1974. Except as
otherwise provided in a Component Benefit, the Commitiee shail be the “named
fiduciary® with respect to the Componant Benefits for purposes of the Employee
Retirement income Security Act of 1974,

4.03. Powers and Dutieg of the Cemmitige.

The Committee shall have discretionary authority-to determine aligibility for
benefils, 10 construs the terms of the Plan and the. Compaonent Benefits, and 1o
decide any and all matters arising under the Plan and the Component Benafits,
inciuding without limitation the nght to remedy possible ambiguities,
inconsistencies, or omissions by gensral rule or particular decision, provided that
all such interpretations and decisions shall be applied in a uniform and
nondiscriminatory manner to all participants and beneficiaries who are similarly
situated. In addition to such autherity and any implied powers and duties that may
be needed to carry out the provisions of this instrument, the Committee shali have
the following specific powers and duties with respect to the Plan, and with respect
to any Component Benafit (or portion thereof) that the Committee administers:

(a) To make and entorce such rules and reguiations as it shall deeam necessary
gr‘ proﬁg:cr for the efficient administration of the Plan and the Component
nefits,

(b) To authorize disbursements from the Plan and the Componant Benefits,
provided that any instructions of the Committes authorizing disbursements
from the Plan and the Companent Benefits shall be in writing and signed by
a member of the Commitiee or a delegate that has been given such
authority; and

(¢}  To employ one or more persons 10 render agvice with respect 1o any of its
responsibilities under the Plan or any Component Banefit(s).

Pian lor Bargained Retired Group ins. -6- August 8. 1994
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4.04. Delegations of Aytharity By iha Committas.

The Committes may, in its discretion, delegsie to any othar person Of persons

10 act on behafl of the Commities, including but not Imited to the authority
{o make any determination Of 10 sign checks, wamrants, or other instruments
incidentai 10 the operation of the Plan or any Component Baneft(s) (or portion
thereof) that the Committee administers, or 1o the making of any payment specified
therein,

4.05. Employment of Assistants.

The Committes and the Company are authorized to employ counsel and to
empioy persons 1o provide such actuarial, clerical, or other services as they may
requira in carrying out their duties under the Plan or any Component Benefit(s)
provision.

4.06. Adminisiration of the Trusl.

Subject to the provisians of the Trust Agreement, the Trustes shall have
responsibility far the management and control of tha assets of the Pian that are
held in the Trust. At the direction of the Committes. or any parson to whom the
Committee has delegated such authority pursuart o Section 4.04 hareof, the
Trustee shall maxe payments from the Trust in ort'ar to pay benefits provided to
participants and beneficiaries under a Component Banefit and in order 10 pay the
administrative expenses of the Plan or any Component Benefit. The Commities
may appoint or remove the Trustee, as provided in the Trust Agreament.

4.07. Processing of Claims.

The Commitiee shall adopt such ruies for processing claims under the Plan and
the Componeni Benefits as it deems advisable or as may be raquired by the
Employee Retirement Income Security Act of 1974,

4.08. Claims Review Procedurs.

(@)  Any panicipant or beneficiary whose claim for benefits under the Flan is
denied shall be provided with a written axplanation setting forth the specitic
reasons for the denial, a reference to the specific provision(s) of the Plan on
which the denial is based, a description of any additional material or
information necessary to perfect the claim, and an explanation of the Plan's
claim review procedure,

(b)  The participant, his legal representalive, or his beneficiary may request that
the Committee reconsider the denial, by filing with the Commitiee a written
request for reconsideration within 80 days of the receipt of written notice of
the denial. In pursuing such a request, the claimant may review pertinent
documants and may submit issues and comments in writing. The
Commitiee shall make its decision on reconsideration within 60 days of
receipt of the request for reconsideration, uniess special circumstances
require an axtension of time for processing, in which case a decision shall

Plan for Bargained Retired Group Ins. -7 August B, 1904
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800N or than 120 days ahter receipt of
the request for recongideration. Iudun:mmnolmbngud the

i
.
g
3

above; the claim shall bodoomoddonnd on ueonadomn Al mt-rpn-
tations, determinations, and decisions of the Commities in respect of any
claim shafl be final and binding for all purposes and upon all imrested
persons, their heirs, and their personal representatives.

Plan lor Bargained Ratired Group Ins. -8- Augus! 8, 1994
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SECTION 5. FUNDING

5.01. Planisa Single Pian.

The Plan and all of the Component Benefits shall be a single plan for purposes of
the Empioyes Retiremant income Security Act ot 1974. Al of the assets of the
Pian that are held in the Trust shall be availsble 10 provide benefits under any or
ail of the Camponant Benefits that together make up the Plan, The Employer’s
contributions 1o the Trust under a Component Benefit shall bs available not only
for the provision of benefits and the payment of any adminigtrative expenses under
that Componant Benefit, but aiso to provide benefits under the other Component
Benefit(s) that make up the Plan and to pay administrative expenses under the
Plan and under the cther Componant Benefit(s).

Notwithstanding the foregoing, participants and beneficiaries enrclied in & heaith
maintengnce organization (HMQ) shall iook solely to the HMO for provision of heaith
care services and payment of any claim relating to such sarvices. if a Component
Banefit is provided through an insurance contract with an insurance company,
paricipants and benaficiaries shall look sclely to such insurance company for the
provision of such Component Banefit.

5.02. Contdbytions 1o the Trust.

(a) The Employers shall contribute 10 the Trust from time 10 time an amount
sufficient (after taking into account the assets of the Trust, contributions by
participants and beneficiaries and cantributions 10 the other funding
arrangements provided for herein) to provice for benefils that participants ard
baneliciaries are anticipated to be entitled to receive under the Component
Benefit(s) during the Year. In addition, the Employers, in their $0le discreticn,
may provide banefits for participants and beneiiciaries by paying contributions
10 one or more of the tollowing: an insurance company as premium for an
insurance contract or an HMO pursuant to an agreemant with such HMO.

(b) Participants and beneliciaries shall make such contributions 10 the Trust as
are specified by the summary plan description for the applicable
Component Benefit and by any elections that panticipants and beneficiaries
make in accordance with the summary plan description for the applicable
Component Benefit.

(¢)  The reascnable expenses incident 10 the administration and operation of
each Component Benefit, inciuding the compensation of the Trustee,
anorneys, advisors, actuaries, fiduciaries, and such other parsons providing
technical and cierical assistance as may ba required, shall be paid out of
the Trust uniess the Company nolifies the Committee that the Company or
the Employers have paid or will pay such expenses.

(@) U any Employer makes a contribution ta the Trust by a mistake of fact, the

Trustee shall return such contribution to that Employer within one year after
the payment of the contribution.

Plan lor Bargained Retired Group Ins. -9 Augus! 8. 1394
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(e)  The assets of the Pian shall not inciude any of the ganeral assets of the
Empioyer that have not been cantributed to the Trust, an insurance
company, or an HMOQ.

Pan for Bargained Retired Group Wns. <10 - August 8, 1894
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SECTION & AMENOMENT AND TERMINATION

6.01. Amendment or Tarmination.

it is the intention of GTE that the Pian and its Component Benefits will continue
indefinitely. However, GTE rgserves the right 10 amend, modify, suspend, revoke,
or terminale the Plan or any Component Benefit, in whole or in part, at any time
and without notice, which right it hereby delegates to the Company or any
committee thereol. The Plan and any Component Benefit may be amended
retroactively.

6.02. Amandment of Schaclle A.

Pursuant 1o the Trust Agrnmoﬁt. the Company may amend the Plan by sdding a
Component Benefit to, or removing a Component Baneft from, Schedule A. "

6.03. Effect ol Amaadment or Termination.

(@) No amendment to or termination of the Plan or any Companent Benefit shall
cause or permit the funds of the Pian heid in the Trust to be used for any
purpose other than the delrayal of administiative expenses and payment to
participants and beneticiaries of the benet..s provided for under a
:‘:omp?mm Banefit, except as provided in subsections 3.03 and 5.02(c)

ereot.

(0)  Upan termination of any Component Benefit, the Trusiee shall use the funas
of the Plan held in the Trust lo pay benefits that panticipanis and
beneficiaries have become entitled 10 receive under the terms of that
Companent Benefit as of the date of termination, and 10 pay the administra-
tive expenses incurred by the Plan and the Trust before and in connection
gith the termination, both in accordance with the written direction of the

ommittee.

(€}  Upan termination of the Plan, the Trustee shall use the funds of the Plan
held in the Trust 1o pay benefits that participants and their designated
beneficiaries have bscome entitied to receive under the terms of the Plan,
and to pay the administrative expenses incurred by the Plan and the Trust
before and in connection with the termination, both in accordance with the
written direction of the Commitiee. The Trusies shali dispase of the Plan's
ramaining funds heid in the Trust in accordance with the written direction of
the Committes. Such direction shall require the funds to be disposed of for

- the sole benefit of participants in the Plan and their beneficiaries. except as
provided in subsections 3.03 and 5.02(c) hareot.

Pian lor Bargained Retired Group Ins. -1t August 8, 1994
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SECTION 7. MISCELLANEQUS

7.01. Segmaation of Trust Asasis.

The Trustes may, pursuant 10 the Trust Agreement, segregate pant of the funds
heid in the Trus! and holg such & funds in & separate trust. With respect
10 the separate trust, the Plan shak be consirued 10 apply 10 such trust; any
reference harsin to “Trugt™ shall refer 10 the frust; any relersnce herein to
*Company" shail rafer to the employer whose contributions to the Trust are heid in
the separate trust; and any reference herein to “Committee” shall refer to such
employers committee sppointed to administer the Plan with respect 10 the trust.

7.02. Goveming Law.

(a) The Pian shall be govemed by and administered under the Empioyes
Retirement income Security Act of 1974, as amended from time to time, and.
tgthe axti:un't not preempted thereby, under the laws of the State of

onnecticut.

(o)  Except as otherwise provided in a8 Componant Banefit, the Component
Beneiits shall be governed by and adminisiqred under the Employes
" Retirement Income Security Act of 1974, as.amended from time to time, and,
to the extent not preampted thereby, undar the laws of the State of
Connecticut.

7.03. Agentfor Service of Process.

Service of legal process involving the Plan may be defivered to the Committee at.
One Stamford Forum, Stamford, CT 068904.

7.04. No Vested Righis.

To the maximum extent permitied Dy law, no person shall acquire any right, titte, or
interast in or to any portion of the Trust otherwise than by the actual payment or
distribution of such pontion under the provisions of the Plan or a Component
Benefit, or acquire any right, titte, or interest in or to any benefit referred to or
providad for in the Plan or any Componaent Benefit otherwise than by actual
paymeni of such benefit.

7.05. [nfarmationto be Furnighed.

- Any person eligible 10 recsive benefits hareunder shall furnish to the Committee
any information or proof requested by the Commitiee and reasonably requires for
the proper administration of the Plan or a Component Benefit. Failure on the pan
of any person o comply with any such request within a reasonabie period of ime
shall be sufficient ground for ml.ln the payment of any benefits that may be dus
under the Plan or a Component Benefit until such informetion or proof is received
by the Committes. If any person claiming benefits under the Plan or a Component
Benefit makes a faise stalement that Is material to such person's claim for benefits,
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the Commiltes may offsat against future payment any amount paid to such person
0 which such persen was not sntitied uncer the proviuons ofthe Planora

Component Benem.
7.08. Nan-Allenstion.

Except to the extent provided in 8 Component Benefit, no participant, beneficiary,
or any other parson shall have any right or power, by draft, assignment, or
otherwise, 10 assign, mongage, piedge, or otherwise encumber in adveance any
imterest in or portion of the Trust, or any benefit provided under 8 Component
Benefit, or to %m any order in advance upon the Trustes therefor; and every
sttempted draft, assignment. or other dispasition thereof shall be void.
Notwithsianding the foregoing, the Plan shall comply with Section 808(a) of ERISA
and the reguiations therseunder with respect to all Qualified Medical Child Suppont
Ordars raceived by the Pian on or after August 9, 1993, in accordance with such
written prooedures as shall be established by the Committes.

7.07. Spendthrift Provisions.

The Plan shall not be iable in any way, whether by process of law or otherwise, for
the debis or other obligations of argop‘:mdum. beneficiary, or other person.
Excopt 1o the extant provided in a ponert Benefit, benefits payable under a
Componant Bensfit shall not be subject, in any mgrner. 1o anticipation, alienation,
sale, transier, or assignment by any person, and & My attempt to anticipate,
alienate, seli, transfer or assign such benefits shall be void.

7.08. Non-Guarantes.

Neither GTE, the Employsr, nor any fiduciary shall be held or deemad in any
manner to guarantee the Plan or a Component Benefit against loss or
dapreciation.

7.09. lncapacity.

If the Plan Administrator determines that any person entitied 1o benefits hereunder
is unable to care for his affairs because of iliness or accident, any payment due
(uniess a duly quakfied guardian or other legal representative has been
appointed) may be paid for the benefit of such person to his spouse, parant,
brother, sister, or other party desmaed by the Plan Administrator to have incurred
expenses for such person. Paymants made pursuant to this Section shall
completely discharge the Plan, the Plan Administrator, the Company and the
Empioyer of any liability 10 the Participant or.sther person arising under the Plan.

7.10. Death.

Claims on behalf of a Participant after the Panticipant’s death may be made by,
and, uniess denied. shall be paid to, the Participant's estate. Payments made
pursuant to this Section shall completely discharge the Plan, the Plan
Administrator, the Company and the Employer of any liability to the Participant or
other person arising under the Plan.

Plan tor Bargeined Ratired Group Ins. -13. August 8, 1994
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7.11. incomeration by Reisrancs.

mmary Plan Deacriplion for the Plan the Tryst Agresmaent, and all contracts -
w‘n the Company and the insurance companies, heaith maintenance
organizations and other fiemns that provide $efvices under the Plan, as each is
amended from time to tme and-the summary plan descriptions for any Component
Banefits are hereby specifically incorporated into the Plan by reference. .
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SECTION 8 _STATUTORY CONTINUIATION COVERAGE

3.01. Gonaral Fulis.

it a “qualified be iary® descnibed in subsection 8.02 hereof becomes insligible
for coverage under the by reason of 8 "qualitying event” described in
subsaction 8.03 hereof, such qualified beneficiary shall be eligible (o elect, within
the election period described in subsection 8.05 hereot, the continued coverage
described in subsection 8.06 hereof. (For purposes of this Section 8, “Empioyes”
shall mean any retired empioyee who is @ligible tor coverage under the Plan.)

8.02. Qualified Beneficiary.

For purposes of this Section 8, the term *qualified beneficiary” shall mean the
foliowing: ,

(8) Inthecaseofa i mamxt described in paragraph (a) or (b) of
subsection 8.03, any individua! who, on the day belore such qualilying
avent, was covered under the Plan as the spouse or dependent child of the
Employee with respect 1o whom the qualilying event occurred;

(®)  In the case of a qualifying event described -\ paragraph (c) of subsaction
8.03 hereot, any individual who, an the day befora such qualitying event,
was covered under the Plan as the dependent child of an Empioyes.

8.03. Qualifying Events.

For purposes of thig Saction 8, the term “gualitving event® shall mean, with respect
to any Empioyee, any of the following events that would result in the loss of
coverage of a qualified beneficiary:

(@) The death of an Empioyee;

(b)  The divorce or legal separation of the Empioyee from the Empioyes's
$pOUse; or

(¢ An %mployn‘s dependent child's ceasing to quality as a Dependent under
the Pian.

8.04. Notics Proyisions.

Notice shall be provided, 'in accordance with regulations prascribed by the
Secretary of the Treasury, in the following circumstances:

(@) At the time of an Employee’'s commencement of panicipation in the Plan
pursuant 10 subsection 3.01 hereof, the Plan Adminisirator shall grcvlde
written notice t0 such Employee and the spouse (if any) of such Employee
of the rights provided under this Section 8.
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(b)  The Employer of an Empioyes shall noslty the Pian Adminisirator, within 30
days after the date of the ovent, Lhat & quaifying event described
w (a)ouubucuon .03 hereof has ccowred with respect to

(¢} Each qualified bonoﬁduy with respect 10 whom a evant -

described mw (a). (®) or (c) of subsection 8.03 hereof occurs shall

for notifying the Plan Administrator in wiiting, within 80 days
after the date of the quaiifying svent, that such qualilying event has
occurred. If the qualified bensficiary does not send the notice described in
this paragraph (c) 10 the Plan Adminigirator within 60 Gays after the later of
the date of the Quallfying event or the date that the beneficiary
loses coverage on account of the qualfying event, the qualified beneficiary
shall not be eligible to elect coverage under this Section 8.

(d) Tothe extent required by tubplmh' (1), (2). andt (3) below, the Plan
Admlnlstmor shall notify any qualified beneficiary with respect to whom a
o gy:ggo’o‘v:m has occurred of such qualified beneficlary’s rights under
this I

(1) Inthe case of a qualiying event described in paragraph (a) of
subsection 8.03 hereot, tho Plan Jnlwuor shall give such notice
within 14 days of the date on which ¢ Empioyer notifies the Plan
Administrator of the qualifying event pursuam ta paragraph (b) of this
subsection 6.04;

(2) In the case of a qualifying event described in paragraph (a), (b) or (c)
of subsaction 8.03 hm.mf with respect to which the Employee or
. qualified benaficiary has notified the Plan Administrator pursuant to
paragraph (c) of this subsection 8.04, the Plan Administrator shall
give such notice within 14 days of the dale on which 1he Plan
Adminigtrator receives the notice described In paragraph (c) of this
subsection 8.04; and

(3) .Any notice given pursuant to subparagraph (1) or (2), above, to a
qualified baneficiary who Is the spouse of an Empioyee shall be
treated as notice to all other qualified beneficiaries residing with such
spouse at the time of such notice.

8.05. Elaction Provigiong.

A qualified beneficiary who becomes eligible for coverage pursuant to this Section
8 shall not be covered upder this Section 8 unless such qualified beneficiary files
a coverage election with the Plan Administrator in the manner prescribed by the
Plan Administrator,

(a8) IimeolElaction. A qualified beneficiary's written coverage election must
be filed with the Plan Administrator during the period that:

(1)  Begins not later than the date on which the qualified beneficiary
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(b)

(c)

10808 COVerage under the Plan by reason of a qualitying event
described in subsaction 8.03, above; ang "

(2)  Ends not eariier than 60 days after the iater of:
(A) the date described in paragraph (1), above; or

(B)  the date on which the Plan Administralor provides tha nolice
descrdbed in paragraph (d) of subsection 8.04 hersaf,

. Each qualified beneficiary may makse a separate
election with respect (0 the coverage provided under this Section 8.
However, a quaiified beneficiary who is an Empioyee or wha is the spouse
of an Empioyse may make a binding election to praviie ancther qualified
beneficiary with coverage under this Section 8. An slection on behalf of a
miner child may be by the child's parent or legal guardian. An
slection on behalf of a qualified beneficiary who is incapacitsted or who
dies may be made Dy the spouse Qr legal representative of the quakfied
beneficiary, or by his estate.

Waivarof Coveraga. A quallfied beneficiary who waives covarage under
this Section 8 may revoke the waiver at any time before the end of the
election period described above, provided.that coverage under thig Section
8 sha!l be effective from the date of the revStation and shall not apply
retroactively to the period between the date of the qualifying event and the
date of the revocation.

8.068. Coverage Provisions.
The coverage provided pursuant to this Section 8 shall be as follows:

(a)

(&)

IType of Caverags. The coverage shall consist of coverage that, as of the
time the coverage is being provided, is identical with the coverage provided
to similarly stuated beneficiaries under the Plan with respect to whom 3
Qualitying event has not occurred. If coverage under the Plan is modified for
any group of similarly situated beneficiaries, the coverage under this
Section 8 shall be modified in the same mannar for the carrespanding
group of qualified bensficiaries covered pursuant to this Section 8.

} . The coverage shall ¢xtend for a period beginning on
the date of the first qualifying event (o occur with respect to a qualified
beneficiary covered pursuant 1o this Section 8 (except as provided in
subsection 8.05(c), above, with respect 10 the revocation of & waiver of
covenkgo)b?nd ending not earller than the earligst of the following dates that
is applicable.

(1)  inthe case of any qualifying event the date that is 36 months after the
date of the qualifying event;
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{2) in the case of any Qualifying event, the date on which the Empioyer
Ce850s t1o maintain any group heatth plans;

(3) Inthe cas of any qualifying event, the date on which
ceases by reason of the qualied beneficiary’s fallurs 10 make s
payment of the premium reQuired under subsection 8.07 hereof; or

(4) inthe case of any qualifying svent, the cate of the firs! of the following
;vu;l;.to o'ecur afier the date of the election described in subsection
.0 reof:

(A) the quaiified beneficiary firsi becomes covered under any
other group health plan (as an employee or otherwise),
provided that this clause shall apply only if the other group
heaith plan does not conlain any exclusion or imitation with
respect {0 any pra-sxisting condition of such qualified

beneficiary; or
(8) the qualified beneficlary first becomes entitied (0 benefits
under Medicare.
8.07. Pramium Provisions. i

o
A qualified beneficiary who becomes gligible for coverage pursuant to this Section
8 shall not be coverad under this Section 8, or shall not continue to be coverad
under this Section 8, unless such qualified bensficiary pays premiums in

accordance with the lollowing rules:

(a) gmm_aj_gmmm The premium for any period of coverage under this
action 8 shall be an amount prescribed Dy the Plan Administrator that
does not exceed 102 percent of the "applicable premium® for such period.
The Plan Administrator shall determine the “applicable pre@mium” as follows:

(1)  Except as provided in subparagraph (2), below, the applicable
premium with respect 10 any period of coverage for a qualified
beneficiary under this Section 8 shail be equal 10 & reasonable
estimate of the cost to the Plan of providing covarage for such period
for similarty shuated beneficiaries with respect to whom a qualitying
event has not occurred, determingd

(A) on an actuarial basis;

- (B) laking Into account such factors as the Secretary of the
Treasury may prescribe in regulations; and

(C) without regard 10 whether such cost is paid by the Employer or
by an Employes.

(2) Except as provided in subparagraph (3), below, if the Plan
Administrator slects to have this subparagraph (2) apply, the
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'lmm'wimnw!o mofmhu
Quaified beneficiary under this Mio.r% shall be equal f0:

(A) the cost 10 the Plan of providing coverage for similarly situated
.Wbmﬂummmu
MMM:.M(NM od In &m.ﬁf

n U r
{4} balow), adjusted by

(8) he peroentage increase or decrease in the implicit price
dellator of the gross national product (calculsted by the
Department of Commaerce and pudlished in the Survey of
Current Business) for the 12-month period ending on the last
day of the sixth month of such preceding detenmination period.

(3) The Plan Administrator shalt not calcuiate the appicable premium
under subparagraph (2), sbove, in any case in which there is any
significant difference (determined at the time the applicable premium
is calculmed) in coverage under the Plan, or in participants covered
by the Plan, betwsen the determination period for which the
aplraiﬂcnbh premium is caicuiated and the preceding determination
period.

(4} The Plan Administrator shall alculﬁ:ho applicabie premium for a
penod of 12 months (the “determin period®) established by the
Plan Administrator and applied consistently from year o year. The
Plan Adminigtrator shail caiculate the applicable premium before the
beginning of such determination period.

ts)] Enmmﬂ%n A qualified beneficiary who has slected coverage
pursuant to this ion 8 shall pay the premium prescribed by this
subsection 8.06 to the Plan Administrator in accordance with the following

rules;

(1) mm&‘?m If a qualified beneficiary has elecied coverage under
this ion 8 after the date of a qualitying event, the qualified
mmﬁdwg:nﬂl pay, no iater than 4S5 days after the date of such
qlection, the premium for the period of coverage from the date of the
qualifying even to the last day of the menth in which the election is
made, provided that the qualified beneficiary shall not be reguired to
pay the premium with respect 1o a period during which the quaiified
beneficiary had waived coverage under this Section 8.

- (@) Wmugl The premium for subsequent periods of
coverage under this Section 8 shell be due at the beginning of each
month during which such coverage remains in eflect, provided that a
premium shail be deemed to be timely if it is paid no later than 30
Gays after the date on which it bacame due pursuant to this

subparagraph (2).
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8.08. Qihar Rulas

(@) jiity. Coverage under this Section 8 shail not be conditioned on
svic of insurabilty and shall not discrimingte an the basis of lack of
Ny A .

(b)  Apglicabilty of Pian Provisions. A qualfied beneficiary who elects 1o
receive continued coverage undar this Section 8 shall be subject to the
provisions of the Plan that applied to such qualfied beneficiary prior 10 the

qualifying event.
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SCHEDULE A TO THE PLAN FOR
BARGAINED RETIRED GROUP INSURANCE

Medical Benefits as set ferth in the Summary Pian Deecription andior Collective
Bargaining Agresment for each of the following Bargaining Units (NON-VEBA).
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SCHEDULE A TO THE PLAN FOR
BARGAINED RETIRED GROUP INSURANCE

— STATE UNION (1.2 EWIIEW
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SCHEDULE A TO THE PLAN FOR
BARGAINED RETIRED GROUP INSURANCE

2
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O THE PLAN

SCHEDULE 8 T POR
BARGAINED RETIRED GROUP INSURANCE

Medioal Benefits as set forth in the Summery Plan Description andior Collective
Bargsining Agreement for each of the foliowing Bmdnm Units (V!lA)

Advanced Systems
Alabama

California

Contel - Algbama
Contel - Arkansas
Conte!l - Calomia
Conte! - California
Contel - llinoie

Contal - Indiana
Contel - Indiana
Comel - lowa/Nebraska
Conte! - Midwast
Contel - Minnesota
Contel - New Mexico/Arizona
Contel - Missouri
Contel - New York/Vermont
Contel - New York/Vermont
Contel - North Carclina
Contel - North Dakota
C - Northwest
Contel - Pennsylivania
Contel - South Dakota
Contel - Southwest
Contel - Utah

Contel - Virginia
Customer Networks
Florda

GTECC

GTEL

Hawaii

jllinois

{llinois

indiana

lowa

Kentucky -

Midwest

Missouri

Nebraske

New York

North - lliinois

North - indiana

Plan for Barg'd Retired Group Ins.

IBEW 843

CWA 3071 and 3972
CWA

CWA 3974

CWA 6573

CWA 8477, 9408
IBEW 843

IBEW 196, 399, 62
IBEW 723

BEW 1393
IBEW 204; CWA 7172, 7471
CWA 8312, 8311
IBEW 949, 1716

- CWA 7019

FCWA €301, 6210, 6311, 6312

IBEW 263, 1725
IBEW 2326
CWA 2673
IBEW 949, 1716
IBEW 8

CWA 108/13000
CWA 7505

IBEW §7

|BEW 57

CWA 2275

IBEW 543

IBEW 82¢

IBEW 82¢

CWA 9000

IBEW 1387

CWA 4871, 4872, 4674, 4675
IAM & AQ IAM 1000

P. 024

USA; CID USWA 13211 & 158332

IBEW 204

IBEW 483

CWA 7172 and 7471

CWA 6301, 8373; IBEW 257
IBEW 204

CWA 1111, 1122

IBEW 51/702

CWA 4770, 4773, 4780
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SCHEOULE B8 TO THE PLAN FOR
SARGAINED RETIRED GROUP INSURANCE

North - indlans ) BEW

North - Michigan BEW 1106
North - Missouri BEW 2587

North - Ohio Bew 966
Northwest CWA 7§70
Northwest IBEW 88
Pennsyivania IBEW 1451, 1635, 1636, 1637
South - Durham, NC - IBEW 289

South - Georgia IBEW 4

South - Kentucky CWA 3371, 3372
South - Monroe, NC CWA 3803
South - South Carolina IBEW 1431
South - West Virginia IBEW 2035
Southwest CWA 8171
Supply CWA 9588
Tennessse IBEW 1087

West Virginia - Virginia IBEW 2276
Wisconein - ;cWA n77
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THE PLAN FOR GROUP INSURANCE
" SECTION 1, ESTARLISHMENT

1.01. Yhe Establishmant afthe Plan.

GTE Corporation has established. a plan, effective Apil 27, 1922 (Plan No. 501)
as hareinafter set lorth for providing medical (inckuding retirse medical) and dental
benafits t0 eligible empioyees and their dependents. plan, as stated hergin
and as amended Irom time 10 time, shalt be known as The Plan for Group

insurance. )

1.02. Comaonent Banefits.

The Plan sha!l inciude those Component Benefits provided under the
designations listed in Scheduie A.
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SECTION 2_DEFINITIONS

2.01. Definitions.

(8)  The iolowing words and phrases a3 used in the Pian shall have the
{ollowing megnings uniess a different meaning is required by the context:

(1) Committag. The term “Committes” means the Employes Benefits
Caommitiee of the Company.

(2) Gompany. The term “Company” means GTE Sarvice Corporation, a
New York carporation.

(3) Campansxt Bansfil. The term “Compaonent Banefil” means an
employes we'fare benefit that is designated on Scheduls A as cne of
the component benefits of the Plan or a description of such benefit as
set forth in an applicable Plan document.

(4) Emplayar. The term "Employer" means any @mpioyer that is an
affiliate of GTE and that has joined in the Trust Agreement as an
Associate, as delined in the Trust Agreemant.

(5) GIE Theterm ‘GTE® means GTE ‘%rporauon a New York
corparation.

(6) GIE Family and Madical Leave Policy. The term “GTE Family and
Maedical Leave Policy® means the family and medical leave peiicy of
GTE Corporation, as amended from time to time, established
pursuant (o the Family and Medica! Leave Act of 1993.

(7) Plan. The term "Pian* means The Plan for Group Insurance as set
forth herein, inciuding all axhibits, schedules, appandices. and
supplemaents hereto and all documents incorporatad herein by
referance. as each is amended from time to time.

(8) Qualifisd Madical Child Supnon Oraer. The term "Qualified Medical
Child Support Order” shall mean any judgment, decrae or order
(including approval of a settlement agreement) issusd by a court of
competant junsdiclion which meets the requirements of Section
809(A) of ERISA and which: (i) provides for child suppon with respect
10 & child of a panticipant under the Plan or provides for the heatth
benefit coverage to such a child, is made pursuant 1o a state
domestic relations law (including a community property law), and
relates to Denefits under the Plan, or (i) anforces a law relating to
medical child support described in Section 1908 of the Social
Security Act with respect 1o the Plan.

(8)  Inust The term "Trust” means the trust created by the Trust
Agreement,

Plan lor Group Insurance -gs August 8, 1994



AUG. - 14" 95 (MON) 09:26 TEL:214 718 1541 P. 028

(10) The term *Trust Agreement® means the agreemant
between the and The Connecticut Bank and Trust
Company oflective as of ADar 1, 1989, as
amended s provided that, January 1, 1991,
the Jerm. ], ' maans the

a9 betweon the
Stroet Bank mrmmwm_w

of January 1, 1991, as amanded from time to time, and
any successer thereto. The Trust Agreement is hereby incorporated

by reference into, and made a pan of, the Plan.
(11)  Instge. Theterm “Trustes® means the trustee of the Trust.

. The term “Year" means the fiscal year of ihe Pian commencing

January 1 gnd ending December 31.

(6) Gender When used in the Plan, masculing pronouns shall refer both 10
males and to females.

(12)

E
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SECTION 3. BENEFITS

3.01. Coveraoe and Benefits.

(a) The smployess coverad and the benefits provided by each
Component Benafit shail be determined exciusively by the summary pian
description lor that Component Benelt; provided. however, that coverage
and benefits under the Plan shall be provided in excess of such as may be
provided by the summary plan description for 2 Component Benefit 1o the
extent required by applicable law.

(b)  Notwithstanding the 1orogoin%.fn subparagraph (a), effective August 3.
1993, the Plan shall provide benafits to dependent children placed with
participants or beneficiaries for adoption under the same tarms and
conditions as apply in the case of dependent children who are natural
children of participants or beneficiaries under tha Plan, irrespective of
whather the adoption has become fingl; and the Plan shal! not restrict
coverage of such a child solely on the basis of a preexisting condition of
such ¢hild at the time that such child would otherwise become eligibie for
coverage under the Plan, if the adoption or placement for adoption occurs
while the panticipant or beneficiary is eligibje.for coverage under the Pian,
in accordance with Section 609(c) of ERtSﬁ‘; nd the regulations
thareunder.

3.02. Pavmeant of Benegfits.

Banefits provided by the Component Benefits shall be paid by the Plan. The
liability of the Plan, the Trust and the Trustse to provide benefits under a
Compcnent Benefit shall be limited by the terms of the Component Benefit
summary plan description, the Trust Agreemant, and this Plan instrument.

3.03. Tax Withholding

The amount of any banefit paid from the Plan to a participant or beneficiary under
a Component Benefit shall be reguced by the amount of any income tax or
emplioyment 1ax that Is required 10 be withheld pursuant 10 any applicable federal,
stata, or local iaw or any applicable foreign law.

3.04. Other Adiustments.

The amount of any benefit paid from the Plan 10 a panicipant or beneficiary under
a Component Benefit shall be reduced by the amount of any excess payments
previousty made by the Plan to that paricipant or beneficiary under that
Caompaonaent Benefit, regardiess of whether such excess paymaent was made by
reason of an error of the Committee or the Trustes or by reason of false or
misieading information furnished by the participant or bcmﬁda.?r of any other
person. Such reduction shall continue until the entire amount of any such excess
paymaents has been racovered.
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3.05. Paymentte Pagicicant or Renefciary.

(@)

(®)

(c)

Except as otherwise provided in paragraph (b), beiow, bensfit payments
under a Co i i shall be_made 10 the participant in the
Component’ fit'or his ben , # any. o

To the extent parmitied under a Componaent Benefit, psyments may be
made to & third party to whom a participant or beneficiary has made & vaiid
assignment of his nght 10 receive such payments. [n addition, if the
Committes determines that a participant or beneficiary is not competent, the
Committes may authorize the Plan to make benefit payments to the cournt-
appointed legal guardian of the participant or beneficiary, 1o an individual
who has become the legal guardian of the participant or beneficiary by
operation of state law, or to another individual whom the Committee
detarmines 10 be entitied to receive such paymaents on behatf of the
participant or beneficiary.

if & payment of benefits is made undar a8 Component Benefit to a third party
whom the Commitiee has determined to be entitled to receive such
payment on behalf of a participant or beneficiary, the Plan, the Component
Benefits thereunder and the Committee shall be relieved, 10 the fullest
extent permitted by law, of any obligation 1o make a duplicate payment to or
en behalf of such panicipant or beneficiary .
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SECTION 4, AQOMINISTRATION

4.01. Administrative Comenites.

The Committes shall be the “plan administrator® with respect 1o the Plan for
purposes of the Empioyee Retirement income Security Act of 1974. The
Commities shall be responsible for administering the Plan, and excep! as other-
wise provided by a Component Benefit summary plan description, the Committee
shall also administer each Component Benetit.

4.02. Named Fiduciary.

The Commitiee shall be the “named fiduciary® with respect to the Plan for
purposes of the Employee Retirement Income Sacurity Act of 1974. Except as
otherwise provided in 8 Component Benefit, the Committee shall be the "named
fiduciary® with respect to the Component Benefits for purposes of the Employes
Retirement Income Security Act of 1874,

4.03. Powers and Duties of the Commitige.

The Commitiee shall have discretionary authority.4a determine eligibility for
banefits, to construe the terms of the Pian and thegCompenent Benefits, and to
decide any and all matters arising under the Plan and the Componant Benefits,
including without limitation the right to remedy possible ambiguities,
incongistencias, or omisgions by general rule or particular decision, provided that
all such interpretations and decisions shall be applied in a uniform and
nondiscrimingtory manner 10 all panticipants and beneficiaries who are similarly
situated. In addition 1o such guthority and any implied powers and dutias that may
be needed to carry out the provisions of this instrumaent, the Committee shall have
the following specific powers and duties with respect to the Plan, and with respect
to any Componant Banefit (or portion thergof) that the Committae administers:

(a) To make and eniorce such rules and regulations as it shall deem necessary
caar praper for the efficient administration of the Plan and the Component
onefts;

(b}  To authorize disbursements from the Plan and the Component Benefis,
provided that any instructions of the Committes suthorizing disbursements
from the Plan and the Component Benefits shali be in writing and signea by

. & membaer of the Committee or a delegate that has been given such
authority; and

() To employ cne or more persons to render advice with respect 10 any of its
responsibifities under the Plan or any Component Benefit(s).
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4.04. Deisoations of Autharity By the Committes.

The Committee may, in its ciscretion, delegate 10 any other person or parsons
authority 10 act on behait of the Committee, including but not imited 10 the authority
10 make any determination or 10 sign checks, warants, or other instruments
incidental 10 the operation of the Plan or any Componaeni Benefit(s) (or portion
theraof) that the Committee administers, or to tha making of any payment specified
therein.

4.05. Employment of Assistants.

The Committee and the Company are autharized to empioy counsel and to
empioy Persons 10 provige such actuanal, Clerical, or other services as they may
require in carrying out their duties under the Plan or any Component Benefit(s)
provision. '

4.06. Agminigiration of the Trugt.

Subject to the provisions of the Trust Agreemaent, the Trustee shail have
responsibility for the management and control of the assets of the Plan that are
held in the Trust. At the diraction of the Committee, or any perscn to whom the
Committee has delegated such autnom¥ pursuant to Section 4.04 hereof, the
Trusteée shall make payments from the Trust in azcer to pay benefits provided to
panicipants and beneficiaries under a Componet*Benefit and in order to pay the
administrative expenses of the Plan or any Componen! Bengfit. The Committee
may appoint or remove the Trustes, as provided in the Trust Agreement.

4.07. Processing of Cigims.

The Committee shalf adopt such rulgs for processing claims under the Plan and
the Component Benefils as it deams advisable or as may be requirad by the
Employee Retirement Income Security Act of 1974.

408 Claims Review Procedure

(3) Any panicipant or beneficiary whoge claim for benefits under the Plan is
denied shall be provided with a written axplanation satting forth the specific
reasons for the denial, a reference 10 the specific provisian(s) of the Plan on
which the denial is based, a description of any additional material or
information necessary 10 perfect the claim. and an explanation of the Plan's
claim review procedure.

(b)  The participant, his legal representative, or his beneficiary may request that
the Committee reconsider the denial, by filing with the Committee a written
raquest for recongideration within 60 days of the raceipt of written notice of
the denial. In pursuing such a reQuest, the claimant may review peninent
documents and may submit issues and comments in writing. The
Committes shall make its decision on reconsideration within 60 days of
reéceipt of the request for recongideration, uniess spacial circumstances
require an extension of time for processing, in which case a decision shall
be rendered as soon as possible, but not later than 120 days after raceipt of
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the request for reconsideration. i an exdension of time is required, the
Committes shall furnigh writien ol the extengion of time 10 the
duimnlhdmthomdot oqummmon
reconsideration shell be made in writing, shal

caloviaied 1o num:, the claimant, and shail ingh, fic
references 10 the provisions of the Pien on which the s K
the decision on reconsicderation is not furnished within the time specified
sbove, tha ciaim shall be deemed denied on reconsideration. All interprs-
tations, determingtions. and decisions of the Committee in respect of any
claim shall be Rnal and binding for all purposes and upon all !mmmd
persons, their heirs, and their personal representatives.

35

.8
‘e
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SECTION 5. FUNDING

5.01. Planis & Singla Pian.

The Plan and all of the Component Benefits shall be a single plan lor purposes of
the Employee Retirement Income Security Act of 1974. All of the assets of the
Plan that are heid in the Trust shall be available to provide benefils under any or
ali of the Component Benafits that logether make up the Plan. The Employers
contributions to the Trust under a Component Benefit shali be available not only
for the provision of benefits and the payment of any administrative expenses undsr
that Component Benefit, but also to provide benefits under the other Component
Benefit(s) that make up the Plan and 10 pay administrative expenses undet the
Pian and under the other Compdnent Benelit(s).

Notwithstanding the foregoing, paricipants and beneficiaries enrolied in a health
maintenance organization (KHMO) shall look solely to the HMC for provision of
health care services and payment of any claim relating lo such services. i a
Component Benefit is provided through an insurance contract with an insurance
company, panicipants and beneficiaries sha!l look solely to such insurance
company for the provision of such Component Benefit,

5.02. Contributions 1o the Trust ;

(a)  The Employers shall contribute to the Trust from time to time an amount
sufficient (aiter taking into account the assets of the Trust, contributions by
panticipants and beneficiaries and contributions to the other funding
arrangements pravidea for herein) 10 provide for benefits that participants
and beneficiaries are anticipated to be entitied to receve under the
Component Benefit(s) during the Year. In addition, the Employers, in their
sole discretion, may provide benefits for participants and beneficiaries by
paying contributions 10 one or more of the following: an insurance company
as premium for an insurance contract or an HMOQ pursuant to an agreemant
with such HMO.

(o)  Participants and bensficiaries shall make such contributions to the Trust an
insurance company, or as HMO as are specified by the summary plan
description for the appiicable Companent Banefit and by any elections that
panicipants and beneficiaries make in accordance with the summary plan
description for the applicable Component Benefit. Il a Component Benefit
permits participants to make contributions Dy salay reduction (rather than
by making after-tax contributions), any contributions by a participant in the
Component Benefit shall be by salary reduction rather than by after-tax
contributions unidss the panicipant otherwise elects in accordance with the
provisions of the applicable summary plan description.

(¢}  The reasonable expenses incident 10 the administration and operation cf
each Component Baneft, including the compansation af the Trustes,
attorneys, advisors, actuaries, fiduciaries, and such other persons providing
technical and ciarical assistance as may be required, shall be paid out of
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(@)

(o)

the Trust uniess the Wy notifies the COmﬂ'l:&;C that the Company or
the Employers have paig of will pay such expenses.

if any Employer makes & contribution to the Trust by a mistake of fact, the
Trustes shall returmn such contribution to that Employer within one year after
the payment of the :

The assels of the Plan shall not include any of the general assets of the
Employer that have not been contributed to the Trust, an insurance
company or an MMO,
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SECTION 8_AMENDMENT AND TERMINATION

6.01. Amasdmanter Terminatian. .

it is the intention of GTE that the Plan and its Component Benaefits will continue
indefinitely. However, GTE reserves the right to amend, modily. suspend, revoks,
or terminate the Plan or any Component Benefit, in whole or in part, at any time
and without notice, which nght it hereby delegates 10 the Company or any
committee therect. The Plan and any Component Benefit may be amended
retroactively.

6.02. Amendment of Schedulg A

Pursuant 10 the Trust Agreement, the Company may amend the Plan by adding a
Component Benefit to, or removing a Component Benefit from, Schedule A.

6.03. Effect of Amandmant or Termination.

(a) No amendmant {0 or tarmination of the Plan or any Component Benefit shali
cause or permit the funds of the Plan heid in the Trust to be used for any
purpose other than the defrayal of adminisirative expenses and payment to
participants and beneficiaries of the benefiid provided for under a
gomp?ncnt Benefi, axcept as provided in subsections 3.03 and 5.02(¢c)

ereof.

(b)  Upon termination of any Component Benefit, the Trustee shall use tha funds
of the Plan heid in the (rust to pay benefits that panticipants and
benaficiaries have become entitled to receive under the terms of that
Component Benglit as of the date of termination, and to pay the administra-
tive expenses incurred by the Plan and the Trust before and in connection
with the termination, both in accordance with the written direction of the
Committes.

(¢)  Upon termination of the Plan, the Trustee shall use the funds of the Plan
heid in the Trust to pay benefitg that participants and thair dasignated
beneficiaries have become entitied to receive under the terms of the Plan,
and 1o pay the adminisirative expenses incurred by the Plan and the Trust
betore and in connection with the termination, Doth in accordance with the
written direction of the Committee. The Trustee shall dispose of the Plan's

. remaining funds held in the Trust in accordance with the written direction of
the Commitige. Such direction shall require the funds to be disposed of for
ihe sole benafit of participants in the Plan and their beneficiaries, except as
provided in subsections 3.03 and 5.02(c) hereol.
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7.01. Ssgregation of Trusi Asssts.

The Trustes may, pursuant to the Trust Agreement, segregale pan of the funds
held in the Trust andt hold such segregated funds in a separate trust. With respect
to the separale trust, the Plan shal be construed to apply fo such trust; any
reference herain 1o "Trust® shall refer to the trust; any relerence herein 10
*Company"” shall refer 10 the employer whose contributions 1o the Trust are held in
the separate tryst; and any reference herein to “Committes” shall refer to such
employer's committee appointed to administer the Plan with respect 1o the trust.

7.02. Governing Law.

(a) The Plan shall be governed by and administered under the Employee
Relirement income Security Act of 1974, as amendad from time to time, and,
tg the ox'tcm not preempied thereby, under the laws of the State of

onnecticut.

(b)  Except as otherwisa provided in 3 Component Benefit, the Componaent
Benefits ghall be governed by and adminigigred under the Emplaoyee
Retirement income Security Act of 1974, a:#amended from time 10 tima. and.
1o the extent not preempted thereby, under the laws of the State of
Connecticut.

7.03. Agent for Service of Process.

Service of legal process involving the Plan may be delivered to the Committee at:
One Stamford Forum, Stamford, CT 06904.

7.04. No Vested Rights.

To the maximum extent permitted by law, no person shall acquire any right. title, of
int@rest in or to any portion of the Trust otherwise than by the actual payment or
distribution of such portion under the provisions of the Plan or a Compenent
Benefit, or acquire any right, titie, or interest in or to any benefit referred to or
provided for in the Plan or any Component Benefit otherwise than by actual
payment of such benefit.

7.05. |nformation 10 be Fyrnished.

Any person eligible to receive benefits hereunder shall turmnish 10 the Committee
any information or proct requested by the Committes and reasonably required for
the proper administration of the Plan or a Component Benefit. Failure on the part
of any person to comply with any such request within a reasenable period of time
shall be sufficient ground for delay in the payment of any benefits that may be due
under the Pian or a Component Benefit until such information or proof is received
by the Committes. If any person claiming benefits under the Plan or a Component
Bensfit makes a false statement that is matenal to such person's claim (or benefits,
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the Commitiee May offse! against future payment any amount paid ta such persen
to which such person was not entitied under the provisions of the Plan or 3
Component Benefit.

7.06. Non-Alecation.

Except 10 the extent provided in a Companent Benefit, no paricipant, beneficiary,
or any other person shail have any right or powaer, by dralt, assignmant, or
otherwise, 1c assign, morgage, pledge, or otherwise encumbaer in advance any
interest in or portion of the Trust, or any benefit provided under a Component
Benefit, or to give any order in advance upon the Trustee therefor; and every
attempted draft, assignment, or other disposition thereof shall be void.
Notwithstanding the loregoing, the Plan shall comply with Section 609(a) of ERISA
and the requiations thereunder with respect to ali Qualified Medical Child Support
Orders received by the Plan on or after August 9, 1893, in accordance with such
written procedures as shai! be established by the Committee.

7.07. Spendihsift Provisions.

The Plan shail not be liabie in any way, whether Dy process of law or ctherwise, for
the debdts or othaer obligations of ané« panticipant, beneficiary, or other person.
Except 10 the extent providad in @ Componant Benefit, benefits payatia unger a
Component Benefit shail not be subject, in any manrier, 10 anticipation, alienation,
sale, transfer, or assignment by any persan, and any'atternpt 10 anticipate,
alienate. sell, transfer or assign such benefits shall be void.

7.08. Non-Guarantes.

Neither GTE, the Empioyer, nor any fiduciary shall be held or deemea in any
manner to guarantee the Plan or a Component Benefit against loss or
depreciation.

7.09. Smpigyment Bights.

Neither the establishment nor the continuance of the Pian or of any Component
Benafil(s) shall be construed as conferning any lagal rights upon any employes of
the Empioyer or any othar person for a continuation of employment, ner shall such
establishmant or continuance intertera with the right of the Emoloyer o discharge
any employae or any other person or (o deal with him without regard to the
existance of the Plan or the Component Benefit.

7.10. lncanacity.

it the Plan Administrator determings that any person entitled to benefits hareunder
is unable 10 care for his affairs because of iliness or accident, any paymant due
(unless 3 duly qualified guardian or other isgal representative has been
appointed) may be paid tor the benefit of such person to his spouss, parent,
brother, sister, or other party deemed by the Plan Administrator 1o have incurred
expenses for such person. Payments made pursuant to thig Section shail
complelely discharge the Plan, the Plan Administrator, the Company and the
Employer of any liability to the Panicipant or cther person arising under he Plan.
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SECTION 8. STATUTORY CONTINUATION COVERAGE

8.01. Generai Auls.

It a *qualified bomﬁdarz"‘.iucribcd in subsection 8.02 hereo! becomes ingligible
for coverage under the by reason of a ‘qualifying event® descrided in
subsection 8.03 hereof, such qualified beneficiary shall de eligible to elect, within
the election period described in subsection 8.05 hereol, the continued coverage
described in subsection 8.06 hersol. For purposes of this Section 8, Empioyee
shall be as defined in Section 2.01 of GTE CHOICES, except that its definition
shall include retirad Employsges.

8.02. Qualified Beneficiary.

For purposes of this Section 8, the term "qualified baneficiary® shall maan the
lollowing:

(a) Inthe case of a qualitying event described in paragraiph (a) or {c) of
subsaction 8.03, any individual who, on the day befors such qualifying
event, was covered under the Plan as the spouse or dependent child of the
Employee (other than an Employee, whe-was a nonresident alien with ne
United-States-source earngd income duri-) the period in which he was
covered under tha Plan by reason of his employmant) with respect 1o whom
the qualifying event occurred,

(b) Inthe case of a qualitying event described in paragraph (b) of subsection
8.03, any Empioyee (other than an Employse who was a nonresident aflen
with no United-States-source earned income during the period in which he
was covered undar the Plan by reason of his employmaent; with respect 10
whom the qualifying event occurred, and any individual who, on the day
betore such qualitying svant, was covered under the Plan as the sgcuse cf
dependant child of such Employes:;

(¢) Inthe case of a qualifying event described in paragraph (d) of subsection
8.03 nereof, any individual who, an the day befote such qualifying event,
was covered under the Plan as the dependent child of an Employee (other
than an Employee who was a nanrasident alien with no Uniled-States-
source eamed income during the period in which he was covered under the
Plan by reason of his employment).

8.03. Qualifying Events.

For purposes of this Section 8, the term 'qualifying_ov'nt‘ shall mean, with respect
10 any Employee, any of the following events that would result in the loss of
coverage of a qualified baneficiary:
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(a) Tha death of an Empioyes;
(b}  The termination of an Empioyee's employmant with the Employar (other

(€

(d)

than a lermination by reason of such Employee's gross misconduct) of a
reduction in an Employee’s hours of empioyment with the Employer;

Thae divorca or fegal separation of the Employee from the Employee's
spouse; or

An Employes's dependent child's ceasing to qualify as a Dependent under
the Plan;

except, that Section 8.03(b) above shall not constitute a qualifying event with
respac! to retiree medical coverage.

8.04. Notice Provisions.

Notice shall be provided, in accordance with regulations prescribed by the
Secretary of the Treasury, in the following circumstances:

(a)

(b}

(€)

(d)

At the time of an Employee’s commencemaent of participation in the Plan
pursuani to subsection 3.01 hereot, the Plan Administrator shall provide
written notice 1o such Employee and the sagusa (if any) of such Employes
of the rights provided under this Section 8.

The Employer of an Employee shali notily the Plan Administrator, within 30
days after the date of the qualitying event, that a qualitying event described
in paragraph (a) or (b) of subsection 8.03 hereof has occurred with respect
10 such Empioyes.

Each qualified beneficiary with respect to whom a qualifying event
described in paragraph (¢) or (d) of subsecticn 8.03 hareol occurs shali be
responsible for notitying the Plan Administrator in writing, within 60 days
after the date of the qualitying event, that such qualifying event has
occurred. It the qualified beneficiary doas not send the notice described in
this paragraph (¢) to the Plan Administrator within 60 days after the later of
the date of the qualifying event or the date tha! the qualified beneficiary
loses coverage on account of the qualifying event, the qualified beneficiary
shall not be eligible to elect coverage undar this Section 8.

Each qualified beneficiary who is determined to have been disabled for
purposes of the Social Security Act at the time a qualifying event describec
in paragraph (b} of subsection 8.03 hereot occurs shall be responsible for
notifying the Plan Administrator in writing, within 60 days after the date of
the disability determination, that the disability determination has been
made, and shail be responsible for notitying the Plan Administrator in
writing, within 30 days afier the date of any final detarmination that the
qualified bensficiary is no ionger disabled for purposes of the Sccial
Security Act, that the final determination has been made.
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()  To the exient required Dy subparagraphs (1), (2). and (3), below, the Plan
Agministrator shall notity any qua beneficiary with respect to whom a
qhzfaﬂym w:m has rred of such quaiified beneficiary’s rights under

this Section 8:

ocCu
(1) Inthe case of a qualitying event described in paragraph (a) or (d) of
subgection §.03 hlml.ngu Plan Administrator shall give such notice
_ within 14 days of the date on which the Employer notifies the Plan
Ad:::mmm%r &1 the quaiifying event pursuant 1o paragraph (b) of this
su ion 8.04; A

(2} Inthe case of a qualitying event describad in pamsgraph (¢) or (d) of
subsection §.03 hereof with respect 10 which the Employes or
qualiified beneficiary has notified the Plan Adminisirator pursuant to
paragraph (¢) of thig subsection 8.04, the Plan Administrator shall
give Such notice within 14 days of the date on which the Plan
Administrator receives the notice described in paragraph (c) of this
subsection 8.04; and

(3)  Any notice given pursuant to subparagraph (1) or (2), above, to a
qualified beneficiary who is the spouse of an Employee shall be
treated as nolice 10 all other qualified beneficiaries residing with such
$pouse at the time of such notice. - .

8.05. Election Provisiqns.

A qualified beneficiary who becomaes eligible for covarage pursuant to this Section
8 shall not be covared under this Section 8 uniess such qualified beneficiary files
a coverage slection with the Plan Administrator in the manner prescribed dy the
Plan Administrator.

(s) Iime of Election. A qualified beneficiary's written coverage elgction must
be filed with th@ Plan Administrator during the period that:

(1) Begins not later than the date on which the qualified beneficiary
loses coverage under the Plan by reason of 8 qualifying event
described in subsection 8.03, above; and

(2)  Ends not earlier than 60 days after the later of:
(A) the date described in paragraph (1), above; or

(B} the date on which the Plan Administralor provides the notice
- described in paragraph (e) of subsection 8.04 hersof.

(o) Maoner of Election. Each qualified beneficiary may make a separate
election with respect to the coverage provided under this Section 8.
However, 8 Qualified beneficiary who is an Employee or who is the
spouse of an Employee may make a binding slection to provide
another qualified beneficiary with coverage under this Section 8. An
election on behalf of a minor child may be made by the child's paren:
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or legal guardian, Aﬁ election on behalf of a quaified beneficiary
wh:?c incapacitaied or who dies may be Mgu:' the

(c) % A quakfiad beneficiyry who waives coverage
under this may revoke the waiver at any time before the
end of the election period described above, provided that coverage
under this Section 8 shall be sffective from the date of the revocation
and shall net apply retroactively to the period between the date of the
qualilying event and the date of the revocation.

8.06. Qoverage Pravisions.
The coverage provided pursuant to this Section 8 shail be as foliows:

(a) Iype of Coveraga. The covarage shall consist of coverage that, as of the
time the coverage is bti%:rnovm. is identical with the coverage provided
to similarly situated beneficiaries under the Plan with respect to whom a
qualitying event has not occurred. If coverage under the Plan is modfied for
any group of similarly situated beneficiaries, the coverage under this
Section 8 shall be modified in the same manner for the corresponding
group of qualified beneficiaries covered pursuant 1o this Section 8.

(o) Pariod of Coverage. The coverage shall dond for a period beginning on
the date of the first qualifying event to occur with respect 1o a qualified
beneficiary covered pursuant to this Section 8 (except as provided in
subsection 8.05(c), above, with respect to the revocation of a waiver of
coverage) and ending not earfier than the eariiest of the following dates that
is applicable (except as pravided in paragraph (c), below, with respect to
Madicare eniitiement):

(1) in the case of a qualifying event described in paragraph (b) of
subsection 8.03 nereot, whichever of the following dates is
applicable:

(A) if a sacond qualifying event occurs before the end of the
period described in clause (B) or (C), below, or in
subpargrlph (2), below, whichever is applicable, the cate
that is 38 months after the date of 1he first qualitying event
(provided that this 36-month period of coverage shall apply
only 10 an individual who is a qualified beneficiary with respec:
lo both qualifying events); or

- (B) inthe case of a qualified beneficiary who is determined to
have been disabled for purposes of the Social Security Act at
the time a qualitying event described in paragraph (b) of
subsection 8.03 hereo! occurs, and who provides the Plan
Administrator with notice of the disability determination
pursuant to subsection 8.04(d) hereof within 18 months after
the date of the qualifying event, the date that is 29 months after
the date of the qualifying event; or
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(@)

(3}

(4)

(5)

TEL:214 718 1541
(C) in all other cases, the date that is 18 months after the date of
the qualifying event;
in the case of & qualifed beneficiary who s determined 10 hwe been
disabied for purpeess of the Sociai Act ot the time &

q ovent described in paragraph (b) of subsection 8.04
h%mdmhm.o:omuwmmnhm

c;ul:tdw’bomvorpurposnofmswllsmm.
the later of:

(A)  the date that is 18 months after the date of the qualifying event;
or

(B)  1he first of the month that begins mors than 30 days ater
the date of & fina! determination that the qualified beneficiary
is no longer disabled;

in the case of a qualfying event not dascribed in h () of
subsection 8.03 hereof, the date that is 36 momhmm d?t’e of
the qualifying event;

in the case of any qualifying event, th$ date on which the Empioyer
c0a9es to maintain any group health-plans;

in the case of any qualitying avent, the date on which coverage
ceases by reason of the qualified beneficiary's failure to make timely
payment of the premium required under subsection 8.07 hereof; ar

. inthe case of any Quakiying event, the date of the first of the following

events 1o oocur after the date of the election described in subsaction
B.05 hareot:

(A}  the quaiified beneficiary first becomes covered under any
other group heatth plan (as an employes or otherwise),
provided thal this clause shall apply only if the other group
heakth plan does not contain an? exclusion or Emitation with
respect 10 any pre-existing condition of such qualified
beneficiary; or

(B) thae qualified beneficiary first becomes entitled to benefils
under Madicare.

. i an Employes

Extension of Covarage Fallowing Madicare Enitiemant
becomes entitled to benefits under Medicare, and a qualifying event

described in subsection 8.03(b) hereof (relating to & termination of
employment or reduction in hours) occurs with respect to the Empioyss on
or after the date of his Medicare entitiement, the period of coverage
provided under subsection 8.08(b)(1) or (2) hereo! with respect to the
qualifying event described in subsection 8.03(b) hereof shall nol terminate
on the date of the Employes's Medicare antitiement. The extended
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coverage described in this paragraph (c) shal not apply 10 the Employee
who mmu 1o benefits under Medicare, but shall apply t0 ary
other who is a Quaiified beneficiary with respect 10 the quaiitying
event descrided in subsaction 8.03(b) hereo!.

us.t)."'..‘)“ LoBN
ke ad &4‘ L0

8.07.

A qualified beneficiary who becomes gligibie for coverage pursuant to this Section
8 shall not be covered under this Section 8, or shail not continue to be covered
under this Section 8, uniess such qualified beneficiary pays premiumsg in
accordance with the following rules:

(a) Amouptof Premium. Except as provided in the following sentencs, the
premium for any period of coverage under this Section 8 shall be an
amount prescribed by the Plan Administrator that does not exceed 102
percent of the "applicable premium"® for such period. In the case of a
quaiified beneficiary descrided in sudsection 8.08(b)(1)(8) hereof whose
coverage has been extended beyond 18 months because he is disabled,
the premium for any pefiod of coverage under this Section 8 that follows the
18th month of such coverage shall be an amount prescribed by the Plan
Administrator that does not excead 150 percent of the "applicable premium*
for such penod. The Plan Administrator shall detarmine the “applicable
premium® as follows: -

(1)  Except as provided in subparagraph (2), below, the applicable
premium with respect 10 any penod of coverage for a Qualified
bendficiary undar this Section 8 shall be equal lo a reasonable
estimate of the cost to the Plan of providing coverage for such period
for similariy situated beneficiaries with respect to whom a qualifying
event has not occurred, determined

(A)  on an actuarial basis;

(B)  taking into account such factors as the Secretary of the
Treasury may prascribe in regulations; and

(C)  without regard 1o whether such cost is paid by the Employer or
by an Employes.

(2)  Except as provided in subparagraph (3). below, if the Plan
Administrator elects to have this subparagraph (2) apply, the
“applicable premium” with respect to any penod of coverage for a
qualified benaficiary under this Section 8 shall be equal 10:

(A)  the cos! 1o the Plan of providing coverage for similarly sitLateg
beneficiaries with respect 10 whom a qualitying event has not
occurred, determined for the same period occurring during the
preceding determination period (as defined in subparagraph
(4) velow), adjusted by

(8) the percentage increase or decrease in the implicil price
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deflator of the gross nationg! product (caicuiated by the
Ospenment of Commerce and published in the Sutvey of

Current Business) for the 12-month pariod ending on the last

day of the sixth month of such preceding determination pariod.

{3)  The Pian Administrator shall not calculate the applicable premium
under subparagraph (2), above, in any case in which there is any
significant difference (determined at the time the appiicable premium
is calcuiated) in coversge under ihe Plan, or in employses covered
by the Plan, between the determination period for which the
applicable premium is calculated and the preceding determination
period.

(4)  The Plan Administrator shall caiculate the applcable premium for a
period af 12 months (the "determination penod”) established by the
Plan Adminigirator and applied consistently from year 10 year. The
Plan Administrator shall caicuiate the applicable pramium before the
beginning of such determination period.

Eayment af Pramiyumg. A qualified benaficiary wha has elected coverage
pursuant to this Section & shall pay the premium prescribed by this
subsection 8.08 to the Plan Administrater in accordance with the fallowing
rules: "3

(1) |niis Pramiym. If a qualified beneficiary has elecied coverage under
this Section 8 after the date of & qualifying event, the qualified
beneficiary shall pay, no iater than 45 days after the date of such
election, the premium for the pericd of coverage from the date of the
qualifying event to the last day of the month in which the glection is
made, provided that the qualified beneficiary shall nol be required 1o
pay the premium with respect 1o a pericd during which the qualified
beneficiary had waived coverage under this Section 8.

(2)  Subssguent Premiums. The premium for subsaquent periods of
: coverage under this Section 8 shall be due at the beginning of each

month during which such coverage remains in effect, provided that a
premium shall be deemed to be timely if it is paid no later than 30
days after the date on which it became due pursuant o this
subparagraph (2).

8.08. Qther Aules.

(a)

(0)

jlity. Coverage under this Section & shall not be conditionad on
evidence of insurability and shall not discriminate on the basis of lack of
insurability.

Agpiicability of Plan Provisions. A qualified bensficiary who elects to

receive continued coverage under this Section 8 shall be subject to the
provisions of the Plan that applied 1o such quaiified beneficiary prior to the
qualifying event,
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SCHEDULE A

The Pian for Group lnsurance - Medical and Dental Component Benefits as

provided in:

.

QTE CHOICES

GTE DIRECTFLEX

All medical and dental benefit plans comprising the Contel
Employses’ Beneft Trust, as merged into the Ptan for Group
Insurance effective January 1, 1992.

The attached Schadule | of Su Pian Descriptions (exciuding
Component Benefits for any group of participants in a collectively
bargained VEBA).

The sttached Schedule 2 of Summary Pian Descriptions for medical
and dental benefits provided to companies divested by GTE.

o

7
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scHEbuLe 2 10 THE PLAN POR GROUP INSURANCE
SUMMARY PLAN DESCRIPTIONS OF MEDICAL AND DENTAL
BENEPITE FOR THE FOLLOWING GTE DIVESTED COMPANIES:

GTESS-CSC-EL Pasc (Hourly)
GTESS-CSC-San Carlos (Union)
GTESS-CSC-Albuquerque (Union)

GTE Sprint Communications Corporation

GTE Products Corporation - Commonwealth Manufacturing
GTESS - Upstate New York

GTES - Gibson Electric

GTESS - Comp-Acct

GTE Export Corporation

QTESS - W.B. Driver (OLD)

GTESS - W.B. Driver

GTE Products Corporation - Wesgo Div. g
GTESS - W.B. Driver (Oid Salary)

GTESS - W.M. Chace

GTE Electrical Equipment (Salary)

GTE Consumer Communications Products

GTE Electrical Products - Waimet Division

GTE Support Services Incorporated

GTE Shareholder Services ncorporated

GTE Electrical Products - American Mine & Tool Division
GTE Products Corporation - Asheville

GTESS - CSC - (Union)

GTESS - CSC - (Non-union)

GTESS - CSC - Huntsville, AL

GTE Communication Systems Corporation

GTE Products Corporation - Hourly Pension Plan



ATTACHMENT IiI

TRUST AGREEMENT



TRUST AGREEMENT
Between
GTE SERVICE CORPORATION
and

STATE STREET BANK AND TRUST COMPANY



THIS TRUST AGREEMENT, dated and effective as of September 30,
1991, entered into by GTE SERVICE CORPORATION, a New York corporation
{hereinafter called the "Company"), and STATE STREET BANK AND TRUST
COMPANY, a National banking association organized and existing under

the laws of the United States (hereinafter call the "Trustee").

WITNESSETH THAT

WHEREAS, GTE Corporation, a New Yo;k corporation and the parent
of the Company, has adopted an employee health benefit plan (such
plan as amended to date and as it may be amended hereafter is
Lereinafter called the "Plan") for the benefit of certain employees
(whose benefits are subject to collective bargaining) of corporations
in its controlled group of corporations and certain other affiliated
employers as provided in the Plan, and a copy of the Plan has been

delivered to the Trustee; and

WHEREAS, the Company is the administrator of the Plan and is
authorized to enter into this Agreement with the Trustee as a funding

medium for the Plan; and

WHEREAS, the Company intends that the trust created by this Trust
Agreemenf shall constitute a part of the Plan, that together with
such Plan, the trust shall qualify as a voluntary employees'
peneficiary association ("VEBA") under Section 501 (c) (9) of the
Internal Revenue Code of 1986, as amended from time to time

(hereinafter called the "Code"), shall be exempt from Federal income






tax under Section 501 (a) of the Code, and shall satisfy the
requirements of the Employee Retirement Income Security Act of 1974,

as amended from time to time (hereinafter called "ERISA").

NOW, THEREFORE, in consideration of the premises and the
covenants hereinafter stated, the Company and the Trustee do hereby

declare and agree, each with the other, as follows:

SECTION 1. The Company hereby establishes with the Trustee a
trust to fund and pay the benefits and other liabilities of the Plan.
The trust property shall comprise all sums of money, securities and
other property now held by the Trustee for the purposes of the trust
and such other sums of money, securities and other property
acceptable to the Trustee as shall from time to time be paid or
delivered to the Trustee for such purposes together with the earnings
and profits therecon. All such money, securities and other property,
all investments made therewith and proceeds thereof and all earnings
and profits thereon, less the payments which at the time of reference
shall have been made by the Trustee in accordance with this
Agreement, are hereinafter called the "Trust Fund."™ The Trust Fund
shall be held by the Trustee in trust and dealt with in accordance

with the provisions of this Agreement.

SECTION 2. It shall be the duty of the Trustee to (a) hold,
invest and reinvest the Trust Fund as provided herein; and (b) make
payments or transfers from or within the Trust Fund on the order of

the Company or the Company's Employee Benefits Committee (hereinafter



called the "Committee") or on the order of any agént designated in
writing by the Company or the Committee. The Trustee shall not be
responsible for (i) the propriety of such payments or transfers or
(ii) the administration of the Plan, or (iii) for any property not
paid or delivered to the Trustee, and the Trustee shall be under no

duty to enforce payment of any contributions to the Plan.

SECTION 3. Subject to:phe provisions of Section 9 hereof and
ERISA, the Trustee shall invest and reinvest the Trust Fund and keep
the Trust Fund invested, without distinction between principal and
income, in any and all common stocks, preferred stocks, bonds,
debentures, mortgages on real or personal property wherever situated,
equipment trust certificates, certificates of deposit or demand or
time deposits (including, to the extent permitted by applicable
.federal, any such certificates of deposit or demand or time deposits
with the Trustee or an affiliate of the Trustee which bear a
reasonable rate of interest), notes or other evidences of
indebtedness, or other securities, and in any other property or joint
or other part interest in property (including, without limitation,
part interests in bonds and mortgages or notes and mortgages), real
or personal, foreign (including non-United States) or domestic and
wherever situated and of any kind, class or character, which the
Trustee may in its discretion deem suitable for the Trust Fund;
provided that, except as authorized by the Secretary of Labor by
regulation, the indicia of ownership of all property held in the
Trust Fund shall be retained within the jurisdiction of the District

Courts of the United States. Such investment and reinvestment shall



not be restricted to property authorized for investment by trus:eés

under any present or future law of any State.

SECTION 4. Subject to the provisions of Section 9 hereof and
ERISA, the Trustee is authorized and empowered in its discretion, but
not by way of limitation:

(a) to sell, exchange, convey, transfer or otherwise dispose of
any property, real or persqnal, at any time held by it, by private
contract or at public auction, upon such conditions, at such prices
and in such manner as the Trustee shall deem advisable, and no person
dealing with the Trustee shall be bound to see to the application of
the purchase money or to inquire into the validity, expediency or
propriety of any such sale or other disposition;

(b) to vote upon any stocks, bonds or other securities and to
qivé general or special proxies or powers of attorney with or without
power of substitution, to sell or exercise any conversion privileges,
subscription rights or other options and to make any payments
incidental thereto; to consent to or otherwise participate in
corporate reorganizations, mergers, consolidations or other changes
affecting corporate securities and to delegate discretionary powers
and to pay any assessments or charges in connection therewith; and
generally to exercise any of the powers of an owner with respect to
stocks, bonds, securities or other property held in the Trust Fund;

(c) to hold property in the Trust Fund in its own name or in the
name of one or more of its nominees or one or more nominees of any
system for the central handling of securities and to hold any

investment in bearer form, but the books and records of the Trustee



shall at all times show that all such investments are part of the
Trust Fund;

(d) to manage, administer, operate, lease for any number of
years, regardless of any restrictions on leases made by fiduciaries,
develop, improve, fepair, alter, demolish, mortgége, pledge, grant
options with respect to or otherwise deal with any real property or
interest therein at any time held by it;

(e) to employ suitable .agents, auditors and legal counsel or
other advisers, and to pay their reasonable expenses and
compensation;

(f) to compromise, compound, settle or arbitrate any claim, debt
or obligation due to or from it as Trustee and to reduce the rate of
interest on, extend or otherwise modify, or to foreclose upon default

r otherwise enforce any'such obligation; to bid in property on
foreclosure or to take a deed in lieu of foreclosure with or without
paying consideration therefor and in connection therewith to release
the obligation on the bond secured by the mortgage; provided,
however, that the Trustee shall not be required to take any action
under this paragraph unless it shall have been indemnified by the
Company to its reasonable satisfaction against liability or expenses
it might incur therefrom;

(g) to the extent permitted by applicable federal law, to
commingle part or all of the Trust Fund in or with one or more group
trusts, common or collective trust funds or pooled investment funds,
whether now existing or hereafter created, including any such funds
maintained by the Trustee or an affiliate of the Trustee, in which

the collective investment of funds of a VEBA is permitted under the



code and other applicable federal law; provided, however, that the
Trustee's books and records shall at all times show the equitable
share of the Trust Fund in any such common fund;

(h) to borrow money in such amounts and upon such terms and
conditions as shall be deemed advisable or necessary to carry out the
purposes of the Trust and to pledge any securities or other property
of the Trust for the repayment of any such loan; provided, however,
that no such loan or advance shall be made to the Trust by the
Trustee, other than temporary advances to the Trust on a cash or
overdraft basis on which no interest is payable; and

(i) to make, execute, acknowledge and deliver any and all
documents of transfer and conveyance and any and all other
instruments that may be necessary or proper to carry out the powers

herein granted.

SECTION 5. All reasonable expenses of administration and
management of the Plan and the Trust Fund, including all
administrative expenses incurred by the Trustee in the performance of
its duties (including fees for legal services rendered to the
Trustee, such compensation to the Trustee as may be agreed upon from
time to time between the Company and the Trustee and evidenced by a
writing signed by an officer of the Company, and all other proper
charges ;nd disbursements of the Trustee), brokerage costs and
transfer taxes incurred in connection with the investment and
reinvestment of the Trust Fund, all expenses incurred in connection
with the acquisition, dispositibn or holding of real or personal

property, any interest therein or mortgage thereon, and all income



taxes or other taxes of any kind that may be levied or assessed under
existing or future laws upon or in respect of the Trust Fund, shall
be paid from the Trust Fund, except to the extent paid by the
Company. Notwithstanding the preceding provisions of this Section 5,
(a) the administrative expenses incurred by the Trustee in the
performance of its duties shall be paid from the Trust Fund only if
and to the extent that the Trustee has submitted to the Company ard
the Company has reviewed and approved a detailed statement of such
fees and other expenses, and (b) the fees and expenses of any
investment manager shall be paid from the Trust Fund énly if and to
the extent that the Company has reviewed and approved such fees and
other expenses, and in either case the Company has directed the
Trustee to withdraw monies from the Trust Fund in an amount
sufficient to cover such fees and other expenses. All such expenses,
until paid, shall constitute a charge upon the Trust Fund and if not
paid by the Company within 90 days after becoming due may be

withdrawn from the Trust Fund.

SECTION 6. The Trustee shall keep full accounts of all of its
receipts and disbursements hereunder. The Trustee's financial
statements, books and records with respect to the Trust Fund shall be
open to inspection by the Company or the Committee or their agents at
all reasonable times during the business hours of the Trustee and may
be audited by independent public accountants engaged by the Company
or the Committee. Within 90 days after the close of each year or of
any date of termination of the duties of the Trustee, the Trustee

shall mail to the Company an account or accounts of its transactions
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as trustee hereunder. If within 90 days after receipt of such
account or accounts the Company has not delivered to the Trustee any
written notice of objection to such account or accounts, such account
or accounts shall become an account or accounts stated between the
Trustee and the Company and the Trustee shall be released and
discharged from all liability with respect to the transactions fully
and fairly shown in such account or accounts as if such account or
accounts had been settled apd allowed by a judgment or decree of a
court of competent jurisdiction in a proceeding in which the Trustee
and the Company were the sole parties. The Trustee or the Company
shall have the right to apply to a court of competent jurisdiction
for judicial settlement of any account of the Trustee not previously
settled as herein provided. In any such action or proceeding it
shall be necessary to join as parties only the Trustee and the
Company (although the Trustee or the Company may also join such other
parties as it may deem appropriate), and any judgment or decree

entered therein shall be conclusive.

SECTION 7. The Trustee may resign at any time upon 60 days
notice in writing to the Company. The Trustee may be removed by the
Company, pursuant to a resolution of the Company's Board of
Directors, at any time upon 60 days notice in writing to the Trustee.
Within 60 days after such notice of such resignation or removal of
the Trustee, the Company, pursuant to a resolution of its Board of
Directors, shall appoint a successor trustee. Any successor trustee
shall have the same powers and duties as those conferred upon the

Trustee hereunder, and, subject to receipt by the Trustee of written



acceptance of such appointment by the successor trustee, the Trustee
shall assign, transfer and pay over to such successor trustee the
money, securities and other property then constituting the Trust
Fund. If within sixty days of the delivery of the Trustee's notice
of resignation a successor Trustee shall not have been appointed, the
Trustée may apply to any court of competent jurisdiction for the

appointment of a successor trustee,

SECTION 8. The Trustee shall be fully protected in relying upon
the authenticity of:

(a) copies of resolutions of the Board of Directors of the
Company or the Committee certified, as the case may be, by the
Company's Secretary or Assistant Secretary under its corporate seal
or by the Secretary of the Committee;

(b) written communications from the Company sighed by one or
more of the Company's duly authorized officers, employees or agents;
or

(c) written communications from the Committee signed by two or

more members of the Committee or its duly authorized agent.

The authorization of the Company's officers, employees and agents
and the membership of the Committee shall be evidenced by a
resolution of the Board of Directors of the Company. The Company or
the Committee from time to time shall furnish or cause to be
furnished to the Trustee a certificate of the Secretary or an
Assistant Secretary of the Company or Committee, as the case may be,

as to the names and signatures of all persons designated as members



of any committee, and of any agent or agents or other person or
persons, authorized to issue orders, requests, instructions and
objections to the Trustee pursuant to the provisions of this
Agreement. All orders, requests, instructions and objections of any
of such agents, peisons or committees authorized to act in accordance
with the provisions of this Agreement shall be in writing, unless
such grant of authority specifically authorizes the order, request,
instruction or objection to.be given orally, and the Trustee shall be
fully protected in acting in accordance therewith. The Trustee shall
have the right to assume in the absence of written notice to the
contrary, that no event constituting a change in membership or
authority of any such committee or terminating the authority of any
such agent or person to act hereunder or in connection with this
Agreement has occurred.

To the extent permitted by applicable law, the Company shall
indemnify and hold harmless the Trustee for any liability or expense,
including, without limitation, reasonable attorney's fees, incurred
by the Trustee solely by reason of any act done or omitted to be done
by the Trustee in compliance with any written order or direction of

the Company, the Committee or any Investment Manager.

SECTION 8. The Company shall from time to time specify by
written notice to the Trustee whether the investment and reinvestment
of the Trust Fund (or any portion thereof), in the manner provided in
Section 3 hereof, shall be managed by the Trustee, or shall be
managed by one or more investment managers (hereinafter called an

"Investment Manager") appointed by the Company, or whether both the
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Trustee and one or more Investment Managers are to participate in
investment management and if so how the investment responsibility is
to be divided with respect to assets, classes of assets or separate
investment funds specified and defined in such notice. Any such
Investment Manager shall be (a) registered as an investment adviser
under the Investment Advisers Act of 1940, (b) a bank as defined in
the Investment Advisers Act of 1940, or (c) an insurance company
qualified to manage, acquire or disppse of any asset in the Trust
Fund under the laws of more than one State. If the Trust Fund is to
be managed in'whole or in part by an Investment Manager, the Trustee
shall be given copies of the instructions appointing the Investment
Manager and evidencing its acceptance of such appointment and
acknowledgment that it is a fiduciary of the Plan and, where
required, a certificate evidencing the Investment Manager's
registration under the Investment Advisers Act of 1940. The Trustee
may continue to rely upon such instruments and certificate as
evidence of the Investment Manager's authority to manage, acquire and
dispose of assets of the Trust Fund until otherwise notified in
writing by the Company. The Trustee shall not be a party to any
agreement between the Company and the Investment Manager, and the
Trustee shall not be responsible for the terms and conditions of any
such agreement.

The investment Manager shall furnish the Trustee from time to
time with the names and signature of those persons who shall be
authorized to instruct the Trustee on its behalf hereunder. The
Trustee shall have the right to request that all instructions of an

Investment Manager pursuant to this Agreement be in writing and shall
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assume no liability hereunder for failure to act pursuant to such
instructions unless and until they are received in form satisfactory
to the Trustee.

All transactions for the Trust Fund related to the acquisition or
disposal of assets‘managed by an Investment Manager, as well as all
purchases and sales of such assets, shall be made upon such terms and
Eonditions and from or through such principals and agents, as the
Investment Manager shall determine. No such transactions shall be
executed through the facilities of the Trustee except in those
instances where the Trustee shall make available its facilities
solely for the purposes of temporary investment of cash reserves.

The Investment Manager shall have exclusive authority to manage
the assets allocated to it by the Company. The Trustee shall be
under no duty to review any investment acquired, held or disposed of
by an Investment Manager, and it is contemplated by the parties
hereto that the officers and employees whom the Trustee will assign
to perform the Trustee's functions with respect to assets under
management by an Investment Manager will not have expert knowledge of
investment management.

The Investment Manager at any time and from time to time may
issue orders for the purchase or sale of securities directly to a
broker or dealer. Written notification of the issuance of each such
order shall be given to the Trustee by the Investment Manager, and
the execution of each such order shall be confirmed to the Trustee by
the broker or dealer. Such notification shall be authority for the

Trustee to pay for securities purchased against receipt thereof and
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to deliver securities sold against payment therefor, as the case may
be, in accordance with standard industry practices.

If an Investment Manager resigns or is removed by the Company,
the Trustee upon receipt of notice of such resignation or removal
shall manage the iﬁvestment of the Trust Fund or the part thereof
previously under the management of such Investment Manager until it
shall be duly notified of the appointment of another Investment
Manager; provided that the Trustee shall have a reasonable period of
time in which to notify the Company that it rejects the management of
any or all of the assets devolving upon it in this way. Thereupon
the Trustee shall be relieved ab initio of any responsibility for the
management of the rejected assets and the Company shall appoint
another Investment Manager for the management of such assets. For
this purpose a reasonable period of time shall not exceed forty-eight

hours after the receipt of notice by the Trustee.

SECTION 10. wWith the consent of the Company and the Trustee, any
other employer that is an affiliate of GTE Corporation may join in
this Agreement as an "Associate" by filing with the Company and the
Trustee a duly executed instrument in the form annexed hereto as
Exhibit A. Employers listed in Exhibit B annexed hereto shall be
deemed Associates hereunder without further action. The
contributions which may be made by each Associate, and the earnings
and profits thereon, shall be held by the Trustee as a part of the
Trust Fund unless segregated in a separate trust as provided in

Section 12 hereof.
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SECTION 11. Each Associate appoints the Company and the
Committee as its agents to exercise on its behalf all of the
respective powers and authority conferred upon the Company and the
Committee by this Trust Agreement, including, without limitation, the
power to amend or terminate this Trust Agreement. The authority of
the Cémpany and the Committee to act as agents of any Associate shall
terminate only if the part of the Trust Fund held under each plan of
such Associate shall be segregated in a separate trust as provided in

Section 12 hereof.

SECTION 12. At the regquest of any Associate the Company shall,
and on its own initiative the Company may, direct the Trustee to
segregate the part of the Trust Fund held under each plan of such
Assogiate, specifying both the amount and the particular assets of
the Trust Fund to be segregated. The Trustee shall follow such

directions of the Company, and the part of the Trust Fund so

similar

rt
[e}

segregated shall thereafter be held under a separate trust
that hereby established; except that with respect to such separate
trust, this Trust Agreement shall be construed as if such Associate
had been named as the Company and all powers and authority conferred

upon the Company and the Committee shall devolve upon such Associate

and a similar committee appointed by such Associate.

SECTION 13. The Company reserves the right at any time and from
time to time to amend or terminate, in whole or in part, any or all
of the provisions of this Trust Agreement (and the Trust Ccreated

hereby) pursuant to a resolution of its Board of Directors; provided
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that no such amendment which affects the rights, duties or
responsibilities of the Trustee may be made without its consent in
writing. In the event of the termination of the trust created
hereby, the Trust Fund shall be disposed of by the Trustee in

accordance with the written order of the Committee,

SECTION 14. Notwithstanding anything to the contrary contained
in this Trust Agreement, or in any amendment thereto, it shall be
impossible for any part of the Trust fund to inure to the benefit of
any private shareholder or individual other than through the payment
of benefits under the Plan and the payment of reasonable
administrative expenses of the Plan; provided that, in the event of
the termination of this Trust Agreement and the trust, and after
satisfaction of all liabilities to existing Plan participants and
beneficiaries, at the Company's option the Trust Fund shall either be

(1) distributed as specified by the Company to the employees
participating in the Plan with the amounts distributed to such
employees determined pursuant to a collective bargaining agreement or
on the basis of objective and reasonable standards that do not result
in either unequal payments to similarly situated employees or in
disproportionate payments to officers, shareholders or highly
compensated employees, or (2) applied as specified by the Company to
provide, either directly or through the purchase of insurance, life,
sick, accident or other benefits within the meaning of Section

501 (c) (d) of the Code and the regulations thereunder pursuant to

criteria that do not provide for disproportionate benefits to
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officers, shareholders or highly compensated employees. The Trust

Fund shall not be distributed under any circumstances to the Company.

SECTION 15. The Trustee hereby accepts the trust established by
this Trust Agreement on the terms and conditions herein set forth.
The Trustee represents and covenants that it will comply with all
applicable laws in the exercise of its rights and the performance of

its obligations hereunder.

SECTION 16. This Trust Agreement shall be administered and
construed according to the laws of the State of Connecticut, except

as may otherwise be required by Federal law.
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IN WITNESS WHEREOF, this Trust Agreement has been executed by GTE
SERVICE CORPORATION, -and its corporate seal affixed and attested, by
its officers thereunto duly authorized, and by STATE STREET BANK AND
TRUST COMPANY, and its corporate seal affixed and attested, by its

officers thereunto duly authorized, as of the day and year first

above written.
GTE SERVICE CORPORATION

By:%{{[&m—ri\

"Willidm L. Hyland
Vice President - Insurance

(Corporate Seal)
Attest:

o Norad b, SvelB

Ronald J.( Theelllo
Assistant “Secretary

STATE STREET BANK AND TRUST
COMPANY

ot hlutae D ot

Vice Preg; dent

(Corporate Seal)
Attest:

By:.&ﬂ.—.z—_\_-____

Assistant Secretary
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ATTACHMENT IV

VEBA TRUST TRUST AGREEMENT



VEBA TRUST
TSPST AGREEMENT
Between
GTE SERVICE CORPORATION
and

STATE STREET BANK AND TRUST COMPANY



THIS TRUST AGREEMENT, dated and effective as amended and
restated as of January 1, 1991, entered into by GTE SERVICE
CORPORATICN, a New York corporation (hereinafter called the
“"Conmpany"), and STATE STREET BANK AND TRUST COMPANY, a
National banking asscciation organized and existing under the

laws of the United States (hereinafter call the "Trustee") .
WITNESSETH THAT

WHEREAS, GTE Corporation, a New York corporation and the
parent of the Company, has adopted an employee health benefit
plan (such plan as amended to date and as it may be amended
hereafter is hereinaiter called the "Plan") for the benefit
of certain employees of corporations in its controlled group
ther a
provided in the Plan, and a copy of the Plan has been

delivered to the Trustee; and

WHEREAS, the Company is the administrator of the Plan and
is authorized to enter into this Agreement with the Trustee

as a funding medium for the Plan; and

WHEREAS, the Company intends that ﬁhe trust created by
this Trust Agreement shall constitute a part of the Plan,
that together with such Plan, the trust shall qualify as a
voluntary employees' beneficiary association ("VEBA") under

Section 501(c)(9) of the Internal RevenueCode of 1986, as



amended from time.to time (hereinafter called the "Code"),
shall be exempt from Federal income tax under Section 501 (a)
of the Code, and shall satisfy the requirements of the
mployee Retirement Income Security Act of 1974, as amended

from time to time (hereinafter called "ERISA").

NOW, THEREFORE, in consideration of the premises and the
covenants hereinafter stated, the Company and the Trustee do

hereby declare and agree, each with the other, as follows:

SECTION 1. The Company hereby establishes with the
Trustee a trust to fund and pay the benefits and other
liabilities of the Plan. The trust property shall comprise
all sums of money, securities and other prcperty now held by
the Trustee for the purposes of the trust and such other sums
of money, securities and other property acceptable to the
Trustee as shall from time to time be paid or delivered to
the Trustee for such purposes together with the earnings and

profits thereon

property, all investments made therewith and proceeds thereof
and all earnings and profits thereon, less the payments which
at thé time of reference shall have been made by the Trustee
in accordance with this Agreement, are hereinafter called the
*Trust Fund." The Trust Fund shall be held by the Trustee in
trust and dealt with in accordance with the provisions of

this Agreement.



SECTION 2. It shall be the duty of the Trustee to (a)
held, invest and reinvest the Trust Fund a:s provided herein;
and (b) make payments or transfers from or within the Trust
Fund on the order of the Company or the Ccmpany's Employee
Benefits Committee (hereinafter called the "Committee") or on
the order of any agent designated in writing by the Company
or the Committee. The Trustee shall not Le responsible for
(1) the propriety of sucﬁ payments or transfers or (ii) the
administration of the Plan, or (iii) for any property not
paid or delivered to the Trustee, and the Trustee shall be
under no duty to enforce payment of any contributions to the

Plan.

SECTION 3. ‘Subject to the provisions of Section 9 hereof
and ERISA, the Trustee shall invest and reinvest the Trust
Fund and keep the Trust Fund invested, without distinction
between principal and income, in any and a.l common stocks,
preferred stocks, bonds, debentures, mortgages on real or
personal property wherever situated, equiprment. trust
certificates, certificates of deposit or demand or time
deposits (including, to the extent permitted by applicable
federal, any such certificates of deposit or demand or time
deposits with the Trustee or an affiliate of the Trustee
which bear a reasonable rate of interest), notes or other
evidences of indebtedness, or other securities, and in any
other property or joint or other part interest in property

(including, without limitation, part interests in bonds and



mortgages or notes- and mortgages), real or personal, foreign
(including non-United States) or domestic and wherever
situated and of any kind, class or character, which the
Trustee may in its discretion deem suitable for the Trust
Fund; provided that, except as authorized by the Secretary of
Labor by regulation, the indicia of ownership of all property
held in the Trust Fund shall be retained within the
jurisdiction of the District Courts of the United States.
Such investment and reinvestment shall not be restricted to
property authorized for investment by trustees under any

present or future law of any State.

SECTION 4. Subject to the provisions of Section 9 hereof
and ERISA, the Trustee is authorized and empowered in its

~ -
4

33 e : W
discretion, but

ut not by way

Yy way of

limitation:

(a) to sell, exchange, convey, transfer or otherwise
dispose of any property, real or personal, at any time held
by it, by private contract or at public auction, upon such
conditions, at such prices and in such manner as the Trustee
shall deem advisable, and no person dealing with the Trustee
shall be bound to see to the application of the purchase
money or to inquire into the validity, expediency or
propriety of any such sale or other disposition;

(b) to vote upon any stocks, bonds or other securities
and to give general or special proxies or powers of attorney

with or without power of substitution, to sell or exercise

any conversion privileges, subscription rights or other



options and to make any payments incidental thereto; to
ccnsent to or otherwise participate in corporate
reorganizations, mergers, consolidations or other changes
affecting corporate securities and to delegate discretionary
powers and to pay any assessments or charges in connection
therewith; and generally to exercise any of the powers of an
owner with respect to stocks, bonds, securities or other
property held in the Trﬁst Fund;

{(c) to hold property in the Trust Fund in its own name
or in the name of one or more of its nominees or one or more
nominees of any system for the central handling of securities
and to hold any investment in bearer form, but the books and
records of the Trustee shall at all times show that all such

investments are part of the Trust Fund;

{(d) to manage, administer, operate, lease for any n
of years, regardless of any restrictions on leases made by
fiduciaries, develop, improve, repair, alter, demolish,
mortgage, pledge, grant options with respect to or otherwise
deal with any real property or interest therein at any time
held by it;

(e) to employ suitable agents, auditors and legal
counsel or other advisers, and to pay their reasonable
expenses and compensation;

(f) to compromise, compound, settle or arbitrate any
claim, debt or obligation due to or from it as Trustee and to

reduce the rate of interest on, extend or otherwise modify,

or to foreclose upon default or otherwise enforce any such



obligaticn; to bid in property on foreclosure or to take a
deed in lieu of foreclosure with or without paying
consideration therefor and in connection therewith to release
the oblization on the bond secured by the mortgage; provided,
however, that the Trustee shall not be required to take any
action under this paragraph unless it shall have been
indemnified by the Company to its reasonable satisfaction
against liability or exp;nses it might incur therefrom;

(g) to the extent permitted by applicable federal law,
to commingle part or all of the Trust Fund in or with one or
more group trusts, common or collective trust funds or pooled
investment funds, whether now existing or hereafter created,
including any such funds maintained by the Trustee or an
affiliate of the Trustee, in which the collective investment
of funds of a VEBA i
applicable federal law; provided, however, that the Trustee's
books ard records shall at all times show the equitable share
of the Trust Fund in any such common fund;

(h) to borrow money in such amounts and upon such terms
and conditions as shall be deemed advisable or necessary to
carry out the purposes of the Trust and to pledge any
securities or other property of the Trust for the repayment
of any such loan; provided, however, that no such loan or
advance shall be made to the Trust by the Trustee, other than

temporary advances to the Trust on a cash or overdraft basis

on which no interest is payable; and



(i) to make,.execute, acknowledge and deliver any and
all documents of transfer and conveyance and any and all
other instruments that may be necessary or proper to carry

out the powers herein granted.

SECTION 5. All reasonable expenses of administration and
management of the Plan and the Trust Fund, including all
administrative expenses incurred by the Trustee in the
performance of its duties (including fees for legal services
rendered to the Trustee, such compensation to the Trustee as
may be agreed upon from time to time between the Company and
the Trustee and evidenced by a writing signed by an officer
of the Company, and all other proper charges and

disbursements of the Trustee), brokerage costs and transfer

reinvestment of the Trust Fund, all expenses incurred in
connection with the acquisition, disposition or holding of
real or personal property, any interest therein or mortgage
thereon, and all income taxes or other taxes of any kind that
may be levied or assessed under existing or future laws upon
or in respect of the Trust Fund, shall be paid from the Trust
Fund, except to the extent paid by the Company.
Notwithstanding the preceding provisions of this Section 5,
(a) the administrative expenses incurred by the Trustee in
the performance of its duties shall be paid from the Trust
Fund only if and to the extent that the Trustee has submitted

to the Company and the Company has reviewed and approved a



detailed statement of such fees and other expenses, and (b)
the fees and expenses of any investment manager shall be paid
from the Trust Fund only if and to the extent that the
Company has reviewed and approved such fees and other
expenses, and in either case the Company has directed the
Trustee to withdraw monies from the Trust Fund in an amount
sufficient to cover such fees and other expenses. All such
expenses, until paid, shall constitute a charge upon the
Trust Fund and if not paid by the Company within 90 days

after becoming due may be withdrawn from the Trust Fund.

SECTION 6. The Trustee shall keep full accounts of all
of its receipts and disbursements hereunder. The Trustee's
financial statements, books and records with respect to the
Trust Fund shall be open to inspection by the Company or the
Committee or their agents at all reasonable times during the
business hours of the Trustee and may be audited by
independent public accountants engaged by the Company or the
Committee. Within 90 days after the close of each year or of
any date of termination of the duties of the Trustee, the
Trustee shall mail to the Company an account or accounts of
its transactions as trustee hereunder. If within 90 days
after receipt of such account or accounts the Company has not
delivered to the Trustee any written notice of objection to
such account or accounts, such account or accounts shall
become an account or accounts stated between the Trustee and

the Company and the Trustee shall be released and discharged



from all liability with respect to the transactions fully and
fairly shown in such account or accounts as if such account
or accounts had been settled and allowed by a judgment or
decree of a court of competent jurisdiction in a proceeding
in which the Trustee and the Company were the sole parties.
The Trustee or the Company shall have the right to apply to a
court ofcompetent jurisdiction for judicial settlement of any
account of the Trustee n&t previously settled as herein
provided. In any such action or proceeding it shall be
necessary to join as parties only the Trustee and the Company
(although the Trustee or the Company may alsc join such other
parties as it may deem appropriate), and any judgment or

decree entered therein shall be conclusive.

SECTION 7. The Trustee may résign at any time-upon 60
days notice in writing to the Company. The Trustee may be
removed by the Company, pursuant to a resolution of the
Company's Board of Directors, at any time upon 60 days notice
in writing to the Trustee. Within 60 days after such notice
of such resignation or removal of the Trustee, the Company,
pursuant to a resolution of its Board of Directors, shall
appoint a successor trustee. Any successor trustee shall
have the same powers and duties as those conferred upon the
Trustee hereunder, and, subject to receipt by the Trustee of
written acceptance of such appointment by the successor
trustee, the Trustee shall assign, transfer and pay over to

such successor trustee the money, securities and other
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property then constituting the Trust Fund. 1If within sixty
days of the delivery of the Trustee's notice of resignation a
successor Trustee shall not have been appointed, the Trustee
may apply to any court of competent jurisdiction for the

appointment of a successor trustee.

SECTION 8. The Trustee shall be fully protected in
’relying upon the authenticity of:

(a) copies of resolutions of the Board of Directors of
the Company or the Committee certified, as the case may be,
by the Company's Secretary or Assistant Secretary under its
corporate seal or by the Secretary of the Committee;

(b) written communications from the Company signed by
one or more of the Company's duly authorized officers,
employees or agents; or

(¢! written communications from the Committee signed by
two or more members of the Committee or its duly authorized

agent.

The authorization of the Company's officers, employees
and agents and the membership of the Committee shall be
evidenced by a resolution of the Board of Directors of the
Company. The Company or the Committee from time to time
shall furnish or cause to be furnished to the Trustee a
certificate of the Secretary or an Assistant Secretary of the
Company or Committee, as the case may be, as to the names and

signatures of all persons designated as members of any
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committee, and of any agent or agents or other person or
persons, authorized to issue orders, requests, instructions
and objections to the Trustee pursuant to the provisions of
this Agreement. All orders, requests, instructions and
objections of any of such agents, persons or committees
authorized to act in accordance with the provisions of this
Agreement shall be in writing, unless such grant of authority
specifically authorizes.the order, request, instruction or
objection to be given orally, and the Trustee shall be fully

protected in acting in accordance therewith. The Trustee

shall have the right to assume in the absence of written
notice to the contrary, that no event constituting a change
in membership or authority of any such committee or
terminating the authority of any such agent or person to act
hereunder or in connection with this Agreement has occurred.

To the extent permitted by applicable law, the Company
shall indemnify and hold harmless the Trustee for any
liability or expense, including, without limitation,
reasonable attorney's fees, incurred by the Trustee solely by
reason of any act done or omitted to be done by the Trustee
in compliance with any written order or direction of the

Company, the Committee or any Investment Manager.

SECTION 9. The Company shall from time to time specify
by written notice to the Trustee whether the investment and

reinvestment of the Trust Fund (or any portion thereof), in
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the manner provided in Section 3 hereof, shall be managed by
the Trustee, or shall be managed by one or more investment
managers (hereinafter called an "Investment Manager")
appointed by the Company, or whether both the Trustee and one
or more Investment Managers are to participate in investment
management and if so how the investment responsibility is to
be divided with respect ;o assets, classes of assets or
separate investment funds specified and defined in such
notice. Any such Investment Manager shall be (a) registered
as an investment adviser under the Investment Advisers Act of
1940, (b) a bank as defined in the Investment Advisers Act of
1940, or (c) an insurance company qualified to manage,
acquire or dispose of any asset in the Trust Fund under the
laws of more than one State. If the Trust Fund is to be
managed in whole or in part by an Investment Manager, the
Trustee shall be given copies of the instructions appointing
the Investment Manager and evidencing its acceptance of such
appointment and acknowledgment that it is a fiduciary of ‘the
Plan and, where required, a certificate evidencing the
Investment Manager's registration under the Investment
Advisers Act of 1940. The Trustee may continue to rely upon
such instruments and certificate as evidence of the
Investment Manager's authority to manage, acquire and dispose
of assets of the Trust Fund until otherwise notified in
writing by the Company. The Trustee shall not be a party tb

any agreement between the Company and the Investment Manager,
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and the Trustee shall not be responsible for the terms and
conditions of any such agreement

The Investment Manager shall furnish the Trustee from
time to time with the names and signature of those persons
who shall be authorized to instruct the Trustee on its behalf
hereunder. The Trustee shall have the right to request that
all instructions of an Investment Manager pursuant to this
Agreement be in writingAénd shall assume no liability
hereunder for failure to act pursuant to such instructions
unless and until they are received in form satisfactory to
the Trustee.

All transactions for the Trust Fund related to the
acquisition or disposal of assets managed by an Investment
Manager, as well as all purchases and sales of such assets,
shall be made upon such terms and conditions and from or
through such principals and agents, as the Investment Manager
shall determine. No such transactions shall be executed
through the facilities of the Trustee except in those
instances where the Trustee shall make available its
facilities solely for the purposes of temporary investment of
cash reserves.

The Investment Manager shall have exclusive authority to
manage the assets allocated to it by the Company. The
Trustee shall be under no duty to review any investment
acquired, held or disposed of by an Inveétment Manager, and
it is contemplated by the parties hereto that the officers

and employees whom the Trustee will assign to perform the
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Trustee's functions with respect to assets under management
by an Investment Manager will not have expert knowledge of
investment management.

The Investment Manager at any time and from time to time
may issue orders for the purchase or sale of securities
directly to a broker or dealer. Written notification of the
issuance of each such order shall be given to the Trustee by
the Investment Manager, ;nd the execution of each such order
shall be confirmed to the Trustee by the broker or dealer.
Such notification shall be authority for the Trustee to pay
for securities purchased against receipt thereof and to
deliver securities sold against payment therefor, as the case
may be, in accordance with standard industry practices.

If an Investment Manager resigns or is removed by the
Company, the Trustee upon receipt of notice of such
resignation or removal shall manage the investment of the
Trust Fund or the part therecf previously under the
management of such Investment Manager until it shall be duly
notified of the appointment of another Investment Manager;
provided that the Trustee shall have a reasonable period of
time in which to notify the Company that it rejects the
management of any or all of the assets devolving upon it in
this way. Thereupon the Trustee shall be relieved ab initio
of any responsibility for the management of the rejected
assets and the Company éhall appoint another Investment

Manager for the management of such assets. For this purpose
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a reasonable peripd of time shall not exceed forty-eight

hours after the receipt of notice by the Trustee.

SECTION 10. With the consent of the Company and the
Trustee, any other employer .nat is an affiliate of GTE
Corporation may join in this Agreement as an "Associate" by
filing with the Company and the Trustee a duly executed
instrument in the form annexed hereto as Exhibit A.

Employers listed in Exhibit B annexed hereto shall be deemed
Associates hereunder without further action. The
contributions which may be made by each Associate, and the
earnings and profits thereon, shall be held by the Trustee as
a part of the Trust Fund unless segregated in a separate

trust as provided in Section 12 hereof.

SECTION 11. Each Associate appoints the Company and the
Committee as its agents to exercise on its behalf all of the
respective powers and authority conferred upon the Company
and the Committee by this Trust Agreement, including, without
limitation, the power to amend or terminate this Trust
Agreement. The authority of the Company and the Committee to
act as agents of any Associate shall terminate only if the
part of the Trust Fund held under each plan of such ASsociate
shall be segregated in a separate trust as provided in

Section 12 hereof.
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SECTION 12. At the reguest of any Associate the Company
shall, and on its own initiative the Company may, direct the
Trustee to segregate the part of the Trust Fund held under
each plan of such Associate, specifying both the amount and
the particular assets of the Trust Fund to be segregated.
The Trustee shall follow such directions of the Company, and
the part of the Trust Fund so segregated shall thereafter be
held under a separate trhst similar to that hereby
established; except that with respect to such separate trust,
this Trust Agreement shall be construed as if such Associate
had been named as the Company and all powers and authority
conferred upon the Company and the Committee shall devolve
upon such Associate and a similar committee appointed by such

Associate.

SECTION 13. The Company reserves the right at any time
and from time to time to amend or terminate, in whole or in
in part, any or all of the provisions of this Trust Agreement
(and the Trust created hereby) pursuant to a resolution of
its Board of Directors; provided that no such amendment which
affects the rights, duties or responsibilities of the Trustee
may be made without its consent in writing. 1In the event of
the termination of the trust created hereby, the Trust Fund
shall be disposed of by the Trustee in accordance with the

written order of the Committee.
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SECTION 14. Notwithstanding anything to the contrary
contained in this Trust Agreement, or in any amendment
thereto, it shall be impossible for any part of the Trust
fund to inure to the benefit of any private shareholder or
individual other than through the payment of benefits under
the Plan and the payment of reasonable administrative
expenses of the Plan; provided that, in the event of the
termination of this Trust.Agreement and the trust, and after
satisfaction of all liabilities to existing Plan participants
and beneficiaries, at the Company's option the Trust Fund
shall either be (1) distributed as specified by the Company
to the employees participating in the Plan with the amounts
distributed to such employees determined pursuant to a
collective bargaining agreement or on the basis of objective
and reasonable standards that do not result in either unequal
payments to similarly situated employees or in
disproporticnate payments to officers, shareholders or highly
compensated employees, or (2) applied as specified by the"
Company to provide, either directly or throughthe purchase of
insurance, life, sick, accident or other benefits within the
meaning of Section 501(c) (d) of the Code and the regulations
thereunder pursuant to criteria that do not provide for
disproportionate benefits to officers, shareholders or highly
compensated employees. The Trust Fund shall not be

distributed under any circumstances to the Company.
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SECTION 15. The Trustee hereby accepts the trust
established by this Trust Agreement on the terms and
conditions herein set forth. The Trustee represents and
covenants that it will comply with all applicable laws in the
exercise of its rights and the performance of its obligations

hereunder.

SECTION 16. This Trust Agreement shall be administered
and construed according to the laws of the State of
Cdnnecticut, except as may otherwise be required by Federal

law.
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IN WITNESS WHEREOF, this Trust Agreement has been
executed by GTE SERVICE CORPORATION, and its corporate seal
affixed and attested, by its officers thereunto duly
authorized, and by STATE STREET BANK AND TRUST COMPANY, and
its corporate seal affixed and attested, by its officers

thereunto duly authorized, as of the day and year first above

written.

GTE SERVICE CORPORATION

BY)/': // \

WilJflam L. Hyland
Vice President - Insurance

(Corporate Seal)
Attest:

MA Auu«.@

Ronald J| fTuccYllo
Assistant Secretary

STATE STREET BANK AND TRUST
COMPANY

By/j@ggj/éﬁa\

Vice '‘President

(Corporate Seal)
Attest:

By ///%ug‘-‘——

Assistant Secretary




ATTACHMENT V

BARGAINED VEBA FUNDING HISTORY



GTE TELEPHONE OPERATIONS

BSargained VEBA Funding History
Bargaining Uni

Advanced Systems IBEW 543
Kentucky IBEW 453
West Virginia\Virginia CWA 2278
Waest Virginia\Virginia CWA 2278
Contal of Virginia CWA 2275
Indiena - Contel IBEW 723
Indiana - Contel IBEWY 1383
indisna USA/CID
Missouri CWA 6301,6373
Contel of Midwest CWA 8312,6311
Hlinois 1AM & AW
Contel lNinois IBEW

GTECC IBEW 824
Floride (BEW 824

New York CWA 1111
Centsl NY\Vermont IBEW 383,1725
Contsl NY\Vermont IBEW 2325
iowe IBEW 204
Nebrasia IBEW 204
GTE Supply -
Contel Southwest IBEW 57
Contel NM\AZ CWA 7019
Contel NM\AZ CWA 7018
GTE Southwest CWA 8171
GTE Southwest CWA 8171
GTE Southwest CWA 8171
GTE Pennsyivania IBEW 1836
GTE Northwest CWA 7670
GTE Northwest CWA 7870
GTE Northwest CWA 7670
GTE Northwest IBEW 89
GTE Midwest CWA 7172,74714
GYE Midwest CWA 7172,7471
Alsbama CWA 2§71,3872
Contel Alsbama CWA 2974
Custorner Network IBEW 543
Contel of North Dekota IBEW 48,1718
Contel of lowa\Nebrasks  IBEW 204
Contel of lowa\Nebrasia  [BEW 204
GTE South - Durham IBEW
GTE South IBEW
GTEL CWA
GTE North CWA
GTE South CWA
GTE South - Monsos CWA
GTE North IBEW
GTE North IBEW
GTE South IREW
Contel of North Carolina CWA
GTE South |BEW
GTE North IBEW
GTE North IBEW
GTE North IBEW
California CWA
Contel of California CWA §477,9408
Contel of California IBEW 843
Haweil IBEW 1357
Tennesses IBEW 1087
Contel Arkansas CWA 8573
GTE Northwest IBEW 89
Contel Northwest IBEW 89
Wisconsin CWA 7177
Contel Minnescta {BEW 948,1718
GTE Southwest CWA 8171

Totals

Missouri

New York

1991 1992 1993 Total
0 0 5,000 5,000
0 50,000 50,000 100,000
] 0 5,000 5,000
0 0 5,000 5,000
0 0 75,000 75,000
0 0 21,000 21,000
0 ] 2,000 2,000
(] 3,000 2,000 5,000
o 0 6,000 6,000
0 0 50,000 50,000
0 50,000 3,000 53,000
0 4,000 35,000 39,000
0 28,000 2,000 28,000
0 0 150,000 150,000
0 ] 5,000 5,000
0 3,000 55,000 58,000
] 3,000 10,000 13,000
0 0 2,000 2,000
0 0 2,000 2,000
0 0 2,000 2,000
0 o] §,000 5,000
0 0 3,000 3,000
] 0 5.000 5,000
0 0 150,000 150,000
] 0 3,000 3,000
0 o 7,000 7,000
0 0 1,000 1,000
] 0 43,000 . 43,000
0 0 5,000 5,000
0 0 27,000 27,000
0 0 14,000 14,000
0 0 20,000 20,000
0 0 7,000 7,000
0 0 10,000 10,000
0 0 5,000 5,000
0 0 5,000 5,000
] 2,000 0 2,000
0 1,000 ] 1,000
0 1,000 0 1,000
1,768,145 0 (4] 1,766,145
830,588 o] 0 930,556
1,160,678 0 o 1,150,678
2,244,395 0 o 2,244,395
3,268,181 0 0 3,256,161
128,309 0 0 128,309
1,708,634 0 o 1,708,534
3,448,890 0 0 3,445,890
308,008 ] 0 208,008
084,044 0 0 864,044
1,333,148 0 0 1,333,149
3,333,636 0 0 3,333,538
2,167,710 0 0 2,187.710
204,276 (o] 0 296,276
27,134,601 0 42,083,000 69,217,501
] 0 1,388,836 1,385,535
0 0 10,434 488 10,434 485
0 10,800,000 43,400,000 23,700,000
] 18,000 900,000 916,000
0 0 1,400,000 1,400,000
0 s 2,200,000 2,200,000
0 0 400,000 400,000
0 0 4,300,000 4,300,000
688,580 85,810 1,800,000 2,245,200
0 0 1,500,000 1,500,000

08-Aug-95
10:39 AM
EXHIBIT V

141,550,002

50,725 482 10,844 810 79,080,000 :

Prefunding Contibutions are boidfaced. Other amounts reprasant reimbursement for current year claims paymaents made from the trust.
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GTE COMPENSATION PER EMPLOYEE
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GTE Com tion per Employee *

er 1 Entities Only

Expensed Wages and Salaries ($000) **

Expensed % of Wages .

Capital % of Wages ***

Total Wages and Salaries ($000)

Benefits ($000) ****

Expensed % of Benefits

Capital % of Benefits ***

Total Benefits ($000)

Total Compensation (A) + (B)

SFAS—106 Amount in (B) ($000) *****

Employees at End of Year ******
Compensation per Emp. () (C)/(E)
Percent Change from Prior Year

Benefits as % of Total Comp.

SFAS—106 AS % of Total Comp.

includes Contsl

1992

$2,335,751
83.12%
16.88%

$2,810,095

$337,801
83.12%
16.88%
$406,402

$2,742,153

70,040
$39,151

14.82%

ARMIS 43—-02, Table |-1, Income Statement Accounts, Row 720, Column (ac)

Attachment Vil Line 7 divided by Line § — Line 6

ARMIS 43—02, Table I-1, Income Statement Accounts, Row 720, Column (ad)

Attachment Vil Lines 1 + 2 + 3 less nontier one entities = $657,721 times

the reguiated perceniage of 89%.

ARMIS 4302, Table I-1, Income Statement Amounts, Row 830, Column (bb)

EXHIBIT Vi

1993
$2,257,979
83.12%
16.88%
$2,716,529
$652,982
83.12%
16.88%
$785,590
$3,043,569

$314,847

63,040
$48,280
23.32%

25.81%

10.34%
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SUMMARY OF EXOGENOUS OPEB COSTS
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NOTE:

SUMMARY OF EXOGENOUS OPEB COSTS

(000 OMITTED)

AMORTIZATION OF TRANSITION BENEFIT OBLIGATION
INTEREST COST

RETURN ON PLAN ASSETS

PAY-AS-YOU-GO EXPENSE

INCREMENTAL FAS-108 EXPENSE

AL T
SUBTOTAL

AMOUNT NOT REFLECTED IN GNP-P{ PER GODWINS STUDY

AMOUNT SUBJECT TO SEPARATIONS (L8 X L9)

AVERAGE INTERSTATE ACCESS FACTOR

INTERSTATE A EXPENSE RESULTING FROM
ADOPTION OF 108 (L10 X L11)

it

NET RATE BASE IMPACT SUBJECT TO SEPARATIONS
AVERAGE INTERSTATE ACCESS FACTOR

INTERSTATE ACCESS RATE BASE IMPACTS (L16 X L17)
AUTHORIZED INTERSTATE ACCESS ROR

NET INCOME EFFECT OF RATE BASE IMPACTS (L18 X L19)
GROSS TO NET MULTIPLIER

REVENUE REQUIREMENT OF RATE BAS
IMPAC% SFAS 108 ADOPTION (L20 XEL21)

AMOUNT NOT REFLECTED IN GNP-Pi PER GODWINS STUDY
RECOVERY OF RATE BASE SOUGHT (INTERSTATE ACCESS)

RECOVERY OF EXPENSE SOUGHT (INTERSTATE ACCESS) (L12)

NET RECOVERY SOUGHT (INTERSTATE ACCESS) DUE TO
mm.efacs?mnon OF SFA‘S 106 )

LINES 11 ,'{'7 AND 21 ARE COMPOSITE FACTORS BASED UPON THE

TOTAL STUDY AREA RESULTS.

ATTACHMENT

GTE TELEPHONE

OPERATING
COMPANY

110,005
177,340
(7,813
—(63.816)
210,716

F’i I '3i ﬂ
152,437
—B48%
129,267
21.01298%

27,163
E ]

30,952

(1 nﬁa
(78,516)
22.62010%
(17,767)
—11.25%
(1,999)
—1.4784
(2,955)

—B4.0%
(2,506)
—27183
24,657



ATTACHMENT

SUMMARY OF EXOGENQUS OPEB COSTS

2 © e o unu».‘E%

NOTE:

(000 OMITTED)
GTE SYSTEM
TELEPHONE
COMPANY

AMORTIZATION OF TRANSITION BENEFIT OBLIGATION nm
INTEREST COST 58,964
RETURN ON PLAN ASSETS (1,178)
PAY-AS-YOU-GO EXPENSE __(47.014)
INCREMENTAL FAS-108 EXPENSE 44,545

A AR TR oo a2
SUBTOTAL 38,410
AMOUNT NOT REFLECTED IN GNP-PI PER GODWINS STUDY L 848%
AMOUNT SUBJECT TO SEPARATIONS (L8 X L9) 20,028
AVERAGE INTERSTATE ACCESS FACTOR 21.89050%
B RATE AR T A e v —san
EXPENSE (L7) 8323
GEEPRER ARy oy
NET RATE BASE IMPACT SUBJECT TO SEPARATIONS (16,291)
AVERAGE INTERSTATE ACCESS FACTOR -25.01070%
INTERSTATE ACCESS RATE BASE IMPACTS (L18 X L17) (4,074)
AUTHORIZED INTERSTATE ACCESS ROR —1125%
NET INCOME EFFECT OF RATE BASE IMPACTS (L18 X L19) (458)
GROSS TO NET MULTIPLIER 14991
IMPACTS OF SFAS 108 ADOPTION (LSO X L21) ©n
AMOUNT NOT REFLECTED IN GNP-P! PER GODWINS STUDY — %
RECOVERY OF RATE BASE SOUGHT (INTERSTATE ACCESS) (583)
RECOVERY OF EXPENSE SOUGHT (INTERSTATE ACCESS) (L12) — 8513
NET 5930
TATION OF SF —

ERY SOUGHT ‘(SNI&HSTATE ACCESS) DUETO

LINES 11, 17, AND 21 ARE COMPOSITE FACTORS BASED UPON THE
TOTAL STudyY AREA nssu?gs



Certlificate of Service

[, Judy R. Quinlan, hereby certify that copies of the foregoing “GTE’s Direct
Case” have been mailed by first class United States mail, postage prepaid, on
the 14th day of August, 1995 to the parties on the enclosed list.

Gunbor)

udyR. Quinlan



John W. Bogy Kevin C. Gallagher

Attorney v nt, Legal/Exter
Pacific Bell and Nevada Bell ciﬁﬁeirSZigﬁlaé c°gpaéy nal Affairs
140 New Montgomery Street 8725 West Higgins Road

Room 1530-2a Suite 330

San Francisco, CA 94105 Chicago, IL 60631

James T. Hannon 2 Jerold L. Jacobs

Attorney Attorney
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